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New Era in Ast 
UNITED STATES POLICY TO ASSIST FREE PEOPLES 
By DEAN ACHESON, United States Secretary of State 
Delivered before the Commonwealth Club of California, San Francisco, California, March 15, 1950 


AM going to talk with you today about our foreign 

policy toward Asia, Since my time is short, | must stick 

to the main thread. First of all, let me remind you that 
the foreign policy of a free nation in relation to other free 
nations must be rooted in the fundamental attitudes of the 
peoples on both sides and in the facts as they exist. 

So far as we are concerned, we know that we are inter- 
ested in the peoples of Asia as people. We want to help 
them as people. We do not want to take anything from 
them for ourselves. We do not want to use them for any 
purposes of our own. 


On the contrary, we want to help them, in any sensible 
way we can, to achieve their own goals and ambitions in their 
own way. We want to do this because we believe that what 
the peoples of Asia earnestly desire will make for the kind 
of a free and productive world in which we and they can 
live out our lives in peace. 

We know that this is our attitude and we say this with- 
out qualification of any sort. But we must understand that 
others will judge us and our intentions not by what we say 
but by what we do. Actions have always spoken louder than 
words. “Today, amid the welter of distortion which hostile 
propaganda pours out about us, actions best proclaim our 
purpose and our intentions. 

So it is vitally important that our actions are clear re- 
flections of our purposes. It is vitally important that muddied 
or emotional thinking should not result in equivocal and 
mistaken courses. We may know that such actions spring 
from good hearts, but confused thinking. To others they 
will be unmistakable proof of ulterior purposes. And have 
no doubt that there will be no lack of willing tongues to 
further that message. The end result will be the loss of a 
priceless asset we have—the confidence of hundreds of mil- 
lions in our integrity. 


Now what are the fundamental attitudes of the Asian 
peoples? And what are the basic facts in Asia? 


New Era In ASIA 


We must understand that a new era is in full course in 
Asia. That the whole great region, containing more than 
half the population of the world, is changing profoundly. 
The significance of that change, the reason the change is 
irrevocable, is that it is brought about by a deep and revolu- 
tionary movement of the peoples of Asia. 

Now that movement, that powerful conviction, is made 
up of two dominant ideas. The first of these is revulsion 
against misery and poverty as the normal condition of life. 
The second is revulsion against foreign domination. ‘These 
ideas meet and fuse in the positive conception of national 
independence. This is both the symbol of aspirations and 
the means by which they may be achieved. 

The desire for national independence is the most powerful 
spontaneous force in Asia today. It is the common tie among 
the diverse peoples of Asia, the tie between them and the 
free peoples of other countries, including the United States. 
Since the end of the war, more than 500,000,000 people 
have achieved national independence and self-government— 
in the Philippines, India, Pakistan, Ceylon, Burma, Southern 
Korea and Indonesia. The people of Indo-China are also 
moving along this same road, developing with the French 
a new relationship expressive of their own national aspira- 
tions and resting securely on a basis of mutual consent. 
We welcome this development and shall continue in the 
future as in the past to encourage it. 

In China the same strong longings of the people have 
reached a different end. Since before the overthrow of the 
Manchu dynasty in 1912, the Chinese people also have 
striven for freedom from infringement on their sovereignty, 
and for improvement of their lives. For years they struggled 





POLICY OF VITAL SPEECHES 


The publishers of Vital Speeches believe that the important addresses of the recognized leaders of 
contemporary thought in America, and that it is extremely important for the welfare of the nation t 
disseminated. The publishers have no axe to grind. Vital Speeches will be i 


wy opinion constitute the best expressions ot 
at these speeches be permanently recorded and 


found authentic and constructive. 


It is the policy of the publishers to cover both sides of public questions and to print all speeches in full. Where it is necessary to condense a speech 
for reasons of unusual length or the use of extraneous matter, it will be so stated when printing. They feel that it is only in the unedited and unex- 


purgated speech that the reader can best obtain the views of the speaker. 


This material gives the reader the best thought of the best minds on current national problems. It also offers the student of public speaking examples of 
the effective speech of today of those who have attained leadership in the fields of economics, politics, education, sociology, government, criminology, finance, 
business, taxation, health, law, labor, etc. Thus the student of public speaking obtains the fine text-book material with a sound knowledge of public questions. 

Subscribers are urged to call the Editor’s attention to any speeches which have impressed them as outstanding so that copies may be secured for review. 





VITAL SPEECHES OF THE DAY is published twice a month by the City News Publishing Co. (Inc. 1911), 33 W. 42nd St., New York 18, N. Y. 
Telephone LOngacre 5-4040. Thomas F. Daly, Jr., President and Treasurer, M. P. Daly, Vice President, K. D. Hoey, Secretary. 





Subscription Rates: $5.00 a year. Two years or 2 subscriptions $9.00. 


(Special group rates to students for iod of 4 months; $1.00 each for ten 


or more; 75 cents each for 25 or more. All to be sent to one address.) Single copies 25 cents. Back issues, if available, 30 cents a copy in volumes 6-15; 


50 cents a copy in volumes 1-5. 





Vital Speeches is Indexed in The Readers’ Guide to Periodical Literature. An annual Index is printed each November and distributed to all 
subscribers. Volume Binders for Vital Speeches $2.00 each. Vital Speeches will be found on file in thousands of public and college libraries throughout the 


United States. 





Entered as Second Class matter December 24, 1934, at the Post Office at New York, N. Y., under the Act of March 3, 1879. 





Dean Acheson 





355 





with unbelievable courage, endurance and patience against 
the adversities of nature; against internal division and strife ; 
and against foreign enemies, until the end of the war seemed 
to bring almost within their grasp the achievement of the 
hopes for which they had been striving. 

Then the failure of their Government to respond to their 
needs, its ineptitude and blindness destroyed all their con- 
fidence and support. The Nationalist Government was over- 
thrown in China not by force of arms. It collapsed from 
its own inherent weakness and the withdrawal of the people’s 
support. 

The Communists won by default, not by what they of- 
fered. They employed the well-known Communist technique 
of probing for weakness and, on finding it, exploiting it to 
the full. As a result of the blindness, ineptitude and in- 
effectiveness of the National Government and the cunning 
of the Communists, the Nationalist Government today exer- 
cises authority only on the islands of Formosa and Hainan. 


Capturep By CoMMUNISTS 


The revolutionary movement in China, which began a 
half century ago as an expression of the aspirations of the 
Chinese people, has been captured, for the present, by the 
Communists. Their seizure of power has reversed the true 
purposes of the revolution. For while neighboring peoples, 
some of them for the first time in their whole history, are at 
last achieving true national independence, China, with its 
long, proud history, is now becoming a mere dependency in 
the Soviet orbit. 

Since I spoke in January on the Far East there has been 
one new and clear indication of Soviet Russia’s intentions 
in China. We see it in the published terms of the Sino- 
Soviet Treaty of Friendship, Alliance and Mutual Assistance 
of Feb. 14, 1950, and the other agreements concluded and 
announced at the same time. 

The Soviety Union and its most ardent supporters in 
China may have temporary success in persuading the people 
of China that these agreements refute the contention of the 
non-Communist world that alliance with Soviet Russia holds 
an evil omen of imperialistic domination. These agreements 
promise help in the rehabilitation of China’s wartorn and 
impoverished economy. They promise, in particular, assist- 
ance in the repair and development of China’s railroads and 
industry. 

The Chinese people may welcome these promises and as- 
surances but they will not fail, in time, to see where they 
fall short of China’s real needs and desires. And they will 
wonder about the points upon which the agreements remain 
silent. 

Now, let us examine these assurances and promises of 
economic aid. First, Soviet Russia has promised to return 
certain Manchurian property but not the industrial equip- 
ment robbed by the Red Army in 1945. Is this aid? Is 
this the economic aid which one friendly nation gives to 
another? Is it even a belated admission of a theft which 
deprived not only China, but all of Asia, of some $2,000,- 
000,000 worth of productive capacity ? 

Second, Soviet Russia extends to China a $300,000,000 
five-year credit at an interest rate of 1 per cent yearly. This 
works out at $60,000,000 each year. This announcement 
was made only to be followed by the news that the ruble 
was revalued, thus cutting down the effective aid by one- 
fourth, if the new dollar-ruble rate should be applied to 
this credit. 

Thus the Chinese people may find Soviet Russia’s credit 
to be no more than $45,000,000 per year. They can compare 
this with a grant—not a loan—of $400,000,000 voted by 
the American Congress to China in the single year of 1948. 


MILLIons SUFFER HUNGER 


China’s needs are great and pressing. China today faces a 
prospect of 40,000,000 people suffering from hunger between 
now and the next crops. Millions may die. And yet, food 
moves from China to the Soviet Union. 

China’s need for development capital runs into billions 
of dollars. In its issue of Feb. 25, the London Economist 
makes the following penetrating analysis of China’s needs 
and hopes, and the extent to which they have been dashed 
by the agreements with Moscow. 

os It has not been the purpose of modern-minded 
Chinese to stagnate in the backwardness of a pre-industrial 
era; for many years they have been possessed by the dream 
of a rapid industrialization whereby China would break 
out from its old weakness and poverty and take a place 
among the nations more in keeping with its vast population 
and considerable natural resources. There is, indeed, no 
sign at all of a great program of industrialization to be 
carried through with Russian aid; the idea seems rather to 
make China’s economy more ‘colonial’ than before, so that 
it can provide foodstuffs and raw materials for the new 
industrial areas of Siberia. 

“The more fanatical of the Communist leaders may be 
content with this, but it must bring a bitter disillusionment 
to many progressive Chinese who have supported the Com 
munists against the Kuomintang in the belief that the new 
revolution would clear away obstacles to China's economic 
development. 

“The new rulers of China have deliberately cut off their 
country from the possibility of American economic assistance 
which would have been forthcoming for a united China on 
a far larger scale and with fewer strings attached than the 
loan now received with so much official gratitude from Mos- 
cow. If any Chinese really thought that Peking could obtain 
an unconditional and unstinted bounty by turning from 
Washington to Moscow, the experience of Yugoslavia might 
have warned him that there are more kicks than halfpence 
in dependent association with the Soviet Empire.” 

And now, as to the political and territorial assurances 
contained in the agreements. Can the Chinese people fail to 
observe that, whatever may be the promises for the future, 
under the terms of the treaty and agreements recently con- 
cluded at Moscow, the U.S.S.R. has special rights in China 
which represent an infringement of China’s sovereignty and 
which are held by no other foreign power? It is Soviet Rus- 
sia, which, despite all the tawdry pretense of the treaty 
terms, occupies the role of empire builder at China’s expense. 


Provep By Deeps 


These are the realities that must be faced by the Chinese 
people. In facing them, they can well consider what it means 
to brush aside an established friendship for new-found and 
voracious friends. Our friendship has been founded on the 
belief that anyone who violates the integrity of China is 
the enemy of China, and is hostile to the interests of the 
United States. We have fifty years of history and a World 
War to prove that this belief is not a mere matter of words. 
This belief has been proved by deeds. We can and shall 
stand on the record. 

We now face the prospect that the Communists may at- 
tempt to apply another familiar tactic, and use China as 
a base for probing for other weak spots which they can 
move into and exploit. 

As old friends, we say to the Chinese people that we fully 
understand that their present unhappy status within the 
orbit of the Soviet Union is not the result of any choice on 
their own part, but has been forced upon them. We under- 
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for their Government is 
sunilarly not the result of any free choice of their own. We 
do not intend to tell them what ideologies or form of govern- 
government they should have. We do not intend to engage 
in any aggressive adventures against them. The American 
people will remain in the future, as we have been in the 
past, the friends of the Chinese people. 


Sut we must say something else. 


stand that the Communist. basis 


We must say they should 
understand that, whatever happens within their own country 
is their own business, but that they can only bring grave 
trouble on themselves and their friends, both in Asia and 
beyond, if they allow their new rulers to lead them into 
aggressive or subversive adventures beyond their borders. 
Such adventures would violate not only every tradition 
and interest of the Chinese people, they would violate the 
traditions and interests of their Asian neighbors, of the 
American people, and—indeed—of all free peoples. “hey 
would violate the United Nations Charter. It may well be 
they would violate the peace which the Charter was designed 
to preserve 
may be no mistake about the atti- 
tude of the United States; no opportunity to distort or twist 
it; and, so that all in China may know who would be re- 
sponsible for all that such adventures might bring to pass. 
\gain, as old friends of the Chinese people, we say to 
them that the representatives of our country are leaving 
them not by any wish of ours. 


I sav this so that there 


They are leaving because 
normal and accepted standards of international conduct have 
not been observed by the Chinese Communist authorities in 
their treatment of our representatives and because they have, 
in etiect, even been summarily ejectd from their own offices 
in Peiping. Under such conditions, our representatives could 
not fulfill their normal functions. We regret this leaving 
by our people, but our Chinese friends will understand again 
where the responsibility lies. 

One more word about China—on the subject of trade— 
in which you here in San Francisco have played such an im- 
portant part in the past. Our policy is the traditional Amer- 
ican one. We have traded with China since before there was 
a United States of America. In fact, our country was dis- 
covered by people seeking a shorter trade route in the Far 
Kast. 

STANDARDS REQUIRED 


‘Trade requires certain standards of conduct. Ships, planes 
and traders must be received under conditions of security 
and decency. Contracts must be honored. ‘There must be 
some medium of exchange reasonably regulated. 

Under these conditions your Government is entirely will- 
ing that Americans, in the future as in the past, should buy 
Chinese goods and sell American goods. It does not propose 
that Americans should sell goods which may be used to harm 
us. Nor does this Government propose to give credits or 
gifts to those who declare their hostility to us and all we 
stand for. We Americans should be willing to trade with the 
Chinese, as our forefathers traded with them, whenever and 
in so far as the Chinese make it possible. 

I want to make it entirely clear that we have no desire 
to thrust this trade upon China, nor is China in a position 
to extort it trom us. In the period 1946-48 the United States 
supplied over 50 per cent of China’s imports and bought ap- 
proximately a quarter of China’s exports. Yet those same 
exports trom \merica were less than 5 per cent of our total 
exports and our purchases from China were a mere 2 per 
cent of all we bought abroad. If the present rulers of China 
wish to believe that we depend on trade with China, we are 
entirely willing to leave it to the proof of experience. We 
hope our efforts will help make the Port of San Francisco 
the center of a great and flourishing trade with the Far East. 





Passing from the difficult problems of China, we come to 
the problem of Southeast Asia, which certainly seem no less 
complex. The circumstances which, added together, create 
these difficulties are largely common to the area. 

They flow, first, from the fact that, except in Thailand, 
the governments are governments which are new. ‘They are 
experiencing the difficulties of organizing and administering 
the new-found independence of these countries. Problems 
come, second, from serious economic dislocations. Some of 
these flow directly from the ravages of war; others from the 
disruption of trade routes and trade connections. Thirdly, 
another group of difficulties throughout this whole area 
stems directly from years of Japanese occupation, which 
broke down many long-standing habits of life, of industry, 
of government, with resulting internal strife. 

It would be difficult enough, even under the best of cir- 
cumstances and with the undivided help of their friends in 
other continents, for these new countries in Southeast Asia 
to find their feet and make progress along the difficult road 
before them. It is, therefore, tragic that, on the contrary, 
they find themselves in the path of a main thrust of Soviet 
subversion and expansion. They are subject to influences 
designed to produce division within each of the countries, 
and subject to propaganda designed to turn them against 
those who might be able to help. 

An important objective of Soviet propaganda has been to 
deceive and confuse the world concerning the policy of our 
Government toward the newly established nations of South- 
east Asia. ‘he United States consistently has supported and 
will continue to support the movement of these peoples 
toward self-government and national independence. 


Since the late nineteenth century, when we ourselves first 
became responsible for territories in the Pacific, we have 
fostered national independence and the growth of free demo- 
cratic institutions. In our dealings with nations who had 
similar responsibilities in the Far East, we have urged them 
to do likewise and have given substantial and tangible assist- 
ance in order that such objectives might be realized. We 
cite our record in regard to Philippine independence. Our 
recent participation through the United Nations in the 
Dutch-Indonesian settlement is a more recent example of 
this policy. 

The people of Asia must face the fact that today the major 
threat to their freedom and to their social and economic 
progress is the attempted penetration of Asia by Soviet-Com- 
munist imperialism and by the colonialism which that pene- 
tration attempts to conceal. The reactionary character of 
this effort is illustrated by comparing the miserable fate of 
the European satellites with the emergence of the free na- 
tions of Pakistan, India, Burma, Ceylon, Indonesia, and the 
Philippines, with the full consent and cooperation of those 
who had earlier exercised control over them. 

In speaking to the Press Club in Washington, I pointed 
out that American assistance can be effective in Southeast 
Asia, as elsewhere, when it is the missing component in a 
problem which might otherwise be solved. Where the will 
and determination exist, where the people are behind their 
government, American help may be the indispensable element 
required to produce constructive results. There is no guaran- 
tee that it can produce those results, but it has a good 
chance of succeeding if these other components are present. 

President Truman has declared his belief that it must be 
the policy of the United States to support free peoples who 
are resisting attempted subjugation by armed minorities or 
by outside pressures and that we must assist free peoples to 
work out their own destinies in their own way, not in our 
way but in their way. 
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The aid we extend must be of a kind appropriate to the 
particular situation; it must be fitted into the responsibilities 
of others, and it must be within the prudent capabilities of 
our resources. 


In some situations our aid takes the form of military 
assistance. In others, it may be grants or loans, such as the 
recent $100,000,000 credit to the Republic of the United 
States of Indonesia. In still other cases, the need may be 
for technical assistance. 

These are not new principles nor is the application of 
them to the Far East a new departure. In Japan, Korea, 
the Philippines, Indonesia and Thailand, for example, we 
have been demonstrating our desire to help where such help 
can strengthen the cause of freedom. 


It has been a great disappointment that help which we 
rendered on a massive scale to China did not result in bring- 
ing peace and economic recovery to the Chinese people as 
we had hoped. That does not mean that the attempt to help 
was wrong, nor does it mean that we should not help others 
who seek to maintain their freedom and independence. It 
merely underlines that our help can only reinforce the efforts 
which others are prepared to make on their own behalf. 


DispATcH OF MLssion 


Just within the past week a direct and tangible evidence 
of our desire to help in specific and concrete ways in South- 
east Asia has been the dispatch of a mission composed of 
technicians under the direction of Mr. R. Allen Griffin of 
California, formerly deputy head of the China E. C. A. Mis- 
sion. This mission will determine by spot surveys what 
type of projects is most immediately needed and which ones 
might be got under way almost immediately. ‘The mission 
has been instructed not only to determine suitable projects 
for quick action, but also to attempt to lay some of the 
groundwork for the anticipated Point Four program. 

We recognize our special ties with the Philippines. There 
is much still to be repaired in the economy of the islands 
torn by war. At the request of President Quirino we are 
going to send out an economic mission to work with the 
Philippine Government to determine how best to consoli- 
date the gains already made and to lay out what still needs 
to be done to develop their resources. There will doubtless 
be situations where our aid added to energetic measures by 
the Philippine Government will accomplish what otherwise 
could not be done. 

In acting to strengthen the forces of freedom in Asia, we 
shall work in the spirit and within the framework of the 
United Nations and in cooperation with other free nations, 
which are in a position to assist. 

The free nations of Asia are proceeding with their pro- 
grams for political stability and economic development aided 
by the United States and other free nations. There is need 
for effort, but there is no need to be discouraged. There are 
sound elements in the situation on which these peoples may 
build. Their newly won responsibilities are calling up en- 
thusiasm, pride and patriotic support for their own institu- 
tions. If they lack at the moment the technical and admin- 
istrative experience and training they need, these can be 
overcome by the application of their own energy and demon- 
strated intelligence. 

Their countries have rich natural resources which can pro- 
vide a basis for a flourishing trade with the rest of the world. 
As stability is achieved, as experience is accumulated and 
technical and financial assistance becomes effective, I have 
no doubt that the peoples of Asia will be able to participate 
fully and equally in the international community both politi- 
cally and economically. 





It is encouraging to see growing agreement about the 
nature of the problem in Asia. kor example, we were much 
interested in a statement on Australian foreign policy made 
to the Australian House of Representatives by Mr. Spender, 
the Minister for External Affairs, on March 9. 


Six PRINCIPLES 


Mr. Spender concluded with an enumeration of six prin- 
ciples through which the real democracies of the world could 
avoid war and preserve their way of life. ‘They must (1) 
understand the true causes of present international tension, 
(2) realize that the preservation of their own way of life 
calls for a sustained and determined effort in all fields, (3) 
accept the fact that appeasement is completely ineffective 
and even dangerous, (+) put their own domestic houses in 
order, (5) cooperate in the many international agencies 
which already exist to preserve the values in which they 
believe, and (6) give thought to the creation of more effec- 
tive methods of cooperative action in those areas where their 
vital interests are affected. 

From what I have said today about our own attitude 
toward the problems in Asia, it is evident that we believe 
these points are soundly taken. We welcome the statement 
of them. 

I would like to stress here a point I have made before but 
which cannot be stressed too often. We frequently hear that 
the United States is striving to halt the spread of commu- 
nism. ‘That is far too negative a way of putting it. Of course 
we want to halt the spread of communism, not because we 
want to dictate to the Asian people or to any other people 
what their political and economic institutions should be. We 
are opposed to the spread of Soviet communism because it is 
the means, the tool, by which Soviet Russia is attempting to 
extend its absolute domination over the widest possible areas 
of the world. 


The Asian peoples for the past several decades have been 
engaged in a revolution in which they have been trying to 
throw off the poverty and oppression of past centuries. “They 
have been striving for independence, better education, more 
widespread ownership of the land and control over their own 
destiny. 

It is no accident that their goals and our goals are the 
same. The American people have been the leaders in a revo- 
lution that has been going on for a century and a half, a 
revolution by the common people. And the basic objective 
of American foreign policy is to make possible a world in 
which all peoples, including the peoples of Asia, can work, 
in their own way, toward a better life. 

That is why we are opposed to the spread of communism 
not only in Asia, but elsewhere. It is because this tool of 
Soviet imperialism perverts the real democratic revolution 
that has been going on all over the world since long before 
communism as a world conspiracy had been thought of. 

The American people, and we believe the Asian peoples, 
when they have an opportunity fairly to appraise their inter- 
ests, oppose Soviet communism for the same reason that they 
opposed Nazism, Japanese imperialism or any other form 
of aggression—that is, because it denies to the people whom 
it engulfs the right to work toward a better life in their 
own way. 

This is why we must unceasingly in all we do and say 
afirm the positive goals of free peoples. We are for some- 
thing positive, for the most fundamental urges of the human 
spirit. We are not and must not allow ourselves to appear 
merely negative, even though that negation is directed against 
the most corrupting and evil force now operating in the 
entire world. 
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Whither Point Four? 


PRIVATE INVESTMENT CAN MAKE POINT FOUR AN IMPORTANT 
ECONOMIC AND POLITICAL FORCE 
By AUGUST MAFFRY, Vice President, Irving Trust Company, New York, N. Y. 
Delivered before Chicago World Trade Conference, Chicago, Illinois, February 27, 1950 


OMEONE has aptly said that President Truman “hit 
the jackpot of the world’s political emotions’ when 
he announced the Point Four Program in his inaugu- 

ral address in January 1949. Since then there has been a 
flood of written and spoken words on Point Four, most of 
them devoted to saying what the Program ought to be. 
Now, a vear after the President’s original announcement, it 
is time to take stock and find out where Point Four actually 
tands and where it seems to be going. 

The variety of reactions to Point Four at home ard 
abroad is to be explained by the breadth and vagueness of 
the concept. Point Four envisages a many-sided coopera- 
tive program between the United States and friendly foreign 
countries designed to facilitate the spread of American scien- 
tific technology and the flow of American capital to the 
underdeveloped areas of the world. It is possible for almost 
any group to find in- this formulation a clue to what it is 
seeking in its own interest or thinks should be done to 
improve the state of the world in general. 

lirst of all, there are the humanitarians, who welcome 
Point Four because of the promise that it will be an organ- 
ized ettort to carry American knowledge and American 
wealth to the underprivileged peoples of the earth. They 
think of it in terms of relieving hunger, eradicating disease, 
and raising levels of living. Neither government nor busi- 
ness should dismiss this humanitarian approach as mere do- 
goodism and hence of no importance. On the contrary, the 
missionary spirit of the American people is not only noble; 
it is a potent force in the international relations of the 
United States. However, | do not propose to dwell on the 
humanitarian aspect of the Point Four Program. 

‘Then there are the exporters both of goods and technical 
services, some of whom see in Point Four another govern- 
ment prop for the present high level of United States ex- 
ports, As I shall later indicate, there is a good deal of 
wishful thinking in this appraisal of Point Four induced no 
doubt by the current pinch of a declining supply of dollars 
available to foreign countries and by the prospect of a fur- 
ther decline as ECA appropriations are progressively reduced. 

‘The professional and amateur strategists in the cold war 
between the Western. Powers and Russia also welcomed 
Point Four. They find in it a promise that at long last the 
United States is turning from essentially defensive measures 
against the spread of Communism, such as the Marshall Plan 
and the North Atlantic Pact, to positive measures for im- 
proving the lot of underdeveloped countries and thus giving 
them a tangible alternative to the blandishments of Com- 
munism. ‘This is the point of view which emphasizes the 
political objectives of Point Four. 

In foreign countries there are many who, like some of 
our own exporters, conceive that Point Four will open up 
a new source of United States Government funds to finance 
large-scale development programs and the purchase of the 
required American goods and services. Some have been able 
to persuade themselves that Point Four will be the successor 
to the Marshall Plan and a means of filling the dollar gap 
which has been filled mainly by ECA funds during the past 
two years. 


‘These varied reactions are enough to indicate the vague 
and often confused notions about Point Four. I am con- 
tinually amazed to hear people speaking of Point Four as 
if it were a program in being with definite scope and purpose. 
I am also embarrassed, as 1 am sure many of you have been, 
to have people ask me whether I am in favor of Point Four. 
It is easy, but contributes nothing, to say that one is in favor 
of the application of American technology and the employ- 
ment of American capital in underdeveloped countries. In 
order to go further, however, one must know where Point 
Four actually stands today and where it appears to be 
headed. 

In terms of legislative proposals under consideration by 
the Congress, Point Four consists of two pending measures. 
One of these would authorize the President to extend tech- 
nical assistance to foreign countries through agencies of the 
United States Government or, wherever practicable, through 
agencies of the United Nations and private agencies and per- 
sons. The second would amend the Export-Import Bank 
Act of 1945 to empower the Bank to guarantee private in- 
vestments in foreign countries against the risks of (1) incon- 
vertibility of foreign currency derived from an investment 
and (2) loss resulting from expropriation, confiscation, or 
seizure by action of public authority. In his recent tax mes- 
sage to Congress, the President also proposed certain tax con- 
cessions to American corporations operating abroad and to 
Americans residing abroad. I shall return to these legislative 
proposals in a few minutes. 

Aside from legislation, Point Four consists of bilateral 
investment treaties between the United States and foreign 
countries giving formal assurances of fair treatment of 
American investments. These treaties are thus intended to 
help create a favorable climate for private investment in 
foreign countries and consequently to induce an increased 
flow of private United States capital to them for permanent 
investment. ‘This objective goes to the real substance and 
essence of Point Four, which is the stimulation of private 
enterprise and private investment in underdeveloped areas. 
Point Four calls for American business to go on doing what 
it has been doing ever since American capital and know-how 
began going abroad about the turn of the century—only now 
on a grander scale. 

Now I realize that there are some observers in govern- 
ment and out who do not believe that private capital can 
be induced to go abroad in sufficient volume and that even- 
tually public capital will have to be provided to carry out 
the purposes of Point Four. Some of those who hold this 
view are quite sincere and objective. They are well aware 
of the present obstacles to increased private foreign invest- 
ment and have genuine doubts that these obstacles will be 
removed. Others, | am sorry to say, are completely cynical 
in their attitude and have no desire to see private enterprise 
do the job because they believe for one reason or another 
that it ought to be done by government. 

However, all who discount the role of private investment 
are prone to make assumptions which prejudice the issue. 
The most common of these is the assumption that private 
capital must be forthcoming on a scale sufficient to close the 
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present dollar gap of approximately $5 billion and that, if 
it doesn’t do so, some other means will have to be found. 
In this view, the present level of exports, and hence the 
existing dollar gap, become fixed points of reference. It is 
rarely suggested that it may not be possible to maintain the 
present level of exports without employing undesirable and 
imprudent financial expedients. 

Another, and I| think erroneous, assumption is that under- 
developed areas can absorb foreign capital at a multi-billion- 
dollar annual rate. The lack of mature, economically feasible 
projects would alone rule out new investment on any such 
scale, not to mention equally important and even more stub- 
born political, social, and cultural limitations. 

The issue of private versus public capital in carrying out 
Point Four brings into question also the current and future 
roles of the Export-Import Bank and the International Bank 
in making loans to foreign countries. The current opera- 
tions of these institutions are on a relatively small scale. 
During 1949, the Export-Import Bank authorized new loans 
of $241 million, of which the principal commitments were 
those to Israel, Afghanistan, Yugoslavia, and to certain 
Latin American countries. With the exception of a credit 
to Chile to assist that country in meeting an acute shortage 
of dollars, the Bank’s new commitments in 1949 were for 
development purposes, broadly speaking, although in certain 
instances with strong political overtones. 

Loans committed by the International Bank during 1949 
amounted to approximately $235 million, also for develop- 
ment purposes in a broad sense. Accordingly, the Export- 
Import Bank and the International Bank together made new 
commitments during the year of somewhat less than $500 
million. This was less than half of the amount of private 
United States capital invested in foreign countries during 
1949. It cannot be said, therefore, either that loans by 
governmental and intergovernmental agencies are now being 
made on an extraordinarily heavy scale or that they pre- 
dominate in new dollar investments abroad. 

The role of these two institutions in Point Four is con- 
troversial. There are those who would prescribe further 
loans by the Export-Import Bank to foreign governments 
or their agencies on the ground that such loans are bad in 
principle and prejudice the investment of private capital in 
several ways. The chief argument is that foreign countries 
will feel no compulsion to create or maintain conditions 
attractive to private capital so long as public capital is avail- 
able to them on easy terms. Another is that public capital, 
which is made available exclusively on a loan basis, ties up 
the exchange resources of borrowing countries and thus re- 
duces their capacity to attract and service private investment. 
A related contention is that public investment creates a 
preferred claim on foreign countries to the detriment, in 
times of exchange stringency, of service on private invest- 
ment. Still another is that loans out of public funds are 
used to create facilities which compete with existing private 
facilities or to establish government monopolies to the ex- 
clusion of private undertakings. 

These observations are made to apply particularly to op- 
erations of the Export-Import Bank and in smaller degree 
to the operations of the International Bank because the latter 
must now obtain additional funds from private investors in 
the United States rather than as previously in large part 
from the United States Treasury. However, so far as this 
distinction is concerned, the International Bank operates no 
less than the Export-Import Bank on the credit of the 
United States Government. 

The fact remains that the Export-Import Bank and the 
International Bank are at present the only sources of public 
or quasi-public funds for foreign economic development. 












They have between them approximately $1 billion of loan- 
able funds. They are undoubtedly destined to play a role 
in Point Four, the only question being how important a role. 
I would agree that, under some circumstances and beyond 
certain limits, loans by the Export- Import Bank and the 
International Bank to foreign countries are prejudicial to 
both existing and new private investment abroad. | am un- 
able to agree that this is the inevitable result under any ot 
all circumstances. Indeed, loans by these institutions can 
under some circumstances both improve the position of exist- 
ing private investments and open the way to new invest- 
ments. It is a question of where, to whom, for what pur- 
poses, and under what conditions, expressed and implied, the 
loans are made. The issue should not be agitated as if it 
were all black or all white. Actually, it is all grey. 

Furthermore, in the absence of public capital for invest- 
ment abroad, some of the key problems of foreign economic 
development would be insoluble, and some of them may defy 
solution even if public investment is forthcoming. ‘There are 
certain prerequisites to economic development such as sani- 
tation, transportation, water control, and electric power. 
With the possible exception of power, no one supposes that 
these facilities will be provided by private investment; nor 
in most instances is it realistic to suppose that they will be 
financed except in small part by underdeveloped countries 
themselves. Hence, if the facilities are to be created, they 
must be created primarily by public capital provided directly 
or indirectly by the United States. 

One of the big difficulties in this connection is the very 
great aggregate cost of the basic facilities of economic devel- 
opment. Another difficulty already mentioned is that public 
capital is available only on loan terms, which means that it 
has to be repaid and cannot remain as permanent investment. 
Here is the major unsolved financial problem of foreign 
economic development. The paradox is that what wants to 
be done can be done only in the wrong way, that is, by 
loans rather than by equity investment, and in a way which 
is often prejudicial to private investment. 

I go back now to the elements of Point Four as it stands 
today and propose to deal with each in turn. 
(1) the technical assistance program, (2) investment guar- 
anties, (3) tax concessions, (4) bilateral investment treaties, 
and (5) private foreign investment. 

The technical assistance program is embodied in a House 
bill introduced both by Chairman Kee of the Foreign Affairs 
Committee and Congressman Herter of Massachusetts. It 
takes the place of two earlier proposals, one an Administra- 
tion measure and the other put forward by Mr. Herter as 
an integrated measure for implementing Point Four. The 
new bill is a compromise reached largely through the efforts 
of Mr. Herter, who has worked untiringly to secure a maxi- 
mum of participation by private enterprise in the Point Four 
Program. In brief, the bill authorizes the President to ex- 
tend technical assistance to foreign countries through agen- 
cies of the United States Government with the participation, 
wherever practicable, of agencies of the United Nations and 
private agencies and persons. The President’s budget con- 
templates an initial appropriation for this purpose of $35 
million. 

The important feature of the bill from the point of view 
of American business is the statement of Congressional policy 
which precedes and conditions the authority to extend tech- 
nical assistance. This statement of policy places emphasis 


‘These are 


on fair treatment of private investors, establishes standards 
for assistance to foreign countries whether of technical aid 
or of money, and makes it clear that the Congress intends 
that reliance shall be mainly upon private endeavor. Some 
of us had hoped that the bill would also carry a delimitation 
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of the fields in which technical assistance might be extended 
through government channels, with the result that all other 
elds would be reserved for private enterprise. This dis- 
tinction was thought not to be practicable by our govern- 
friends and, in any event, was not written into the 
pending bill. “The measure has strong bipartisan support and 
should have a good chance of passage in its’ present form. 

‘The amount suggested for technical assistance for the first 
vear is small. It is small not only in terms of some original 
home and abroad but also small in terms of 
the vast underdeveloped areas which may seek technical 
assistance and the very numerous types of technical assistance 
programs which may be brought forward. In this sense, the 
first-year program is not likely to cause much excitement in 
foreign count ries or to cause much concern among taxpayers 
and champions of private enterprise in the United States. 
What the technical assistance program may eventually be- 
come out of these small beginnings is another matter. Wash- 
ington experts insist that the immediate limitation is the 
lack of qualified technicians available to carry their scien- 
tific knowledge to foreign lands. What they must be think- 
ing of is the limited number of technicians who might be 
available to go abroad under government auspices. The 
number which would be available from private enterprise 
under appropriate incentives and safeguards would be many, 
many times greater. 

\s regards the proposed investment guaranties, there is 
a wide division of opinion in both government and _ business 
circles. ‘The pending legislative measure would, as | have 
already said, empower the Export-Import Bank to guarantee 
private investments in foreign countries against two risks: 
one, the risk of aaenueniliias of foreign currency derived 
from an investment; and, two, the risk of loss resulting 
from expropriation, confiscaticn, or seizure by action of 
public authority. 

‘There is in the current investment guaranties extended 
by ECA through the agency of the Export-Import Bank a 
precedent for the first type of guaranty, that is, the guar- 
anty against inconvertibility. The authority given to ECA 
to guarantee new dollar investment in ERP countries against 
this risk has been sparingly used. Guaranties issued to date 
amount altogether to less than $5 million as compared with 
an authorization for this purpose of $300 million during the 
first year of ECA operations and $150 million during the 
second year. There were complicating factors present in 
both years, but the fact remains that American investors 
have shown very little interest in guaranties against the risk 
of inconvertibility as regards new investments in ERP 
countries. 

One reason for this lack of interest is, of course, the gen- 
eral reluctance of American capital to go to Europe in the 
face of present political and economic uncertainties with or 
without the protection of convertibility guaranties. Whether 
the interest would be substantially greater if the ECA guar- 
anty extended to other risks of foreign investment, includ- 
ing war risks, would depend upon prospective rewards as 


ment 


aspirations at 


compared with alternative investment opportunities in the 
United States and in other parts of the world. Where in- 


vestments have been made in ERP countries without the 
protection of an ECA guaranty, the reasons for foregoing 
it would include the cost of the guaranty in relation to ex- 
pected return on investment, willingness to rely upon assur- 
ances of convertibility given by recipient countries, and un- 
willingness to seek the formal approval of a foreign govern- 
ment, as is required, or to pass an investment proposal 
through the ECA machinery. 

Business sentiment towards the proposal to give the Ex- 
port-Import Bank guaranty powers without geographical 





limitation seems to have crystallized in opposition. There 
is a numerous group of business men who object to the pro- 
posal on principle because it represents to them another in- 
trusion by government into the sphere of private business. 
Those who hold this view usually contend also that United 
States Government guaranties would have the effect of re- 
lieving foreign countries of their incentive and rightful 
obligation to create a favorable climate for foreign invest- 
ment if they wish to attract and retain outside capital. There 
is the related argument that Export-Import Bank guaran- 
ties, if applied as intended only to new investments, would 
be prejudicial to existing investments, which would not enjoy 
the same protection or the same status in the eyes of foreign 
governments. 

There is a minority opinion which favors investment 
guaranties by the government, or which at least does not 
object to it on principle, because of the chance that it may 
be an effective means of stimulating a larger flow of private 
capital to foreign countries and conceivably be so admin- 
istered that there will be no net loss to the government in 
the long run. There is also what might be called a middle 
view, which is that government guaranties of foreign invest- 
ment risks may possibly provide some stimulus to foreign 
investment and may be taken advantage of under some 
circumstances by corporations investing abroad, but that 
they can never be a satisfactory substitute for a favorable 
investment climate in foreign countries and can therefore 
never by themselves serve in any important way to increase 
the flow of private capital to foreign countries. 

Whatever the correct view of this matter, the Administra- 
tion will press for early action by the Congress authorizing 
the Export-Import Bank to extend investment guaranties. 
Incidentally, there is obviously no compromise between the 
government position on this issue and the majority business 
view because the Export-Import Bank will either have guar- 
anty powers or not have them as Congress decides. How- 
ever, the Bank will be left with widest discretion in the 
application of its powers. The indications are that the pres- 
ent management of the Bank proposes to use its powers, if 
it receives them, in a cautious way, and that it does not 
expect the amount of guaranties issued over the next few 
years to aggregate any large sum. ‘There is also indication 
that the Bank expects its investment guaranties to be sought 
largely by small investors unaccustomed to foreign opera- 
tions or unable to cope unassisted with the risks of foreign 
investment rather than by present large corporate investors. 
The latter now generally oppose the extension of guaranties 
on principle and are usually able to protect their interests 
abroad without extraordinary government assistance. 

It may be noted that, whereas there is some experience 
already with guaranties of convertibility of return on foreign 
investment, there is no experience on underwriting “loss 
from expropriation, confiscation, or seizure by action of pub- 
lic authority.” This would involve the determination of 
value of investment for purposes of compensation in the 
event of loss without prompt, adequate, and effective com- 
pensation, as the phrase goes, by agreement both between the 
Export-Import Bank and the assured and between the Bank 
and the government of the foreign country concerned. The 
legal and other problems involved are intricate and trouble- 
some. 

The tax concessions on foreign income proposed by the 
Administration consist of (1) postpone the tax on corporate 
income earned abroad until it is brought home; (2) extend 
and generalize the present credit for taxes paid abroad; and 
(3) liberalize the foreign residence requirement for exemp- 
tion of income earned abroad. 

The first of these proposals would encourage the rein- 
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vestment of earnings from foreign investment by making the 
Federal income tax applicable only to income brought back 


to the United States. The second would reduce the total 
tax burden on foreign operations by extending the allow- 
ance for taxes paid abroad to income on investments repre- 
senting less than a majority ownership and by giving addi- 
tional recognition to losses as well as gains oa operations 
abroad. The third is intended to encourage American tech- 
nicians to go abroad by exempting from Federal income tax 
earned income of an American resident abroad from the time 
he becomes a bona fide resident abroad (instead of requiring 
that he be resident abroad during the entire taxable year). 

These concessions are certainly to be recommended, al- 
though I get no clear sense of their probable effectiveness in 
stimulating additional investment abroad. The Treasury 
and the Administration do regard them as important con- 
cessions to corporations operating in foreign countries and 
believe they will provide a substantial stimulus to new in- 
vestment. A further endeavor in the same direction is the 
negotiation of tax treaties with other countries to eliminate 
double taxation and for other purposes. 

The negotiation of bilateral investment treaties is going 
steadily forward. A treaty with Italy has been duly ratified 
and is in effect. ‘Treaties with Uruguay and Eire have been 
signed and await ratification. Negotiations with Brazil, 
Colombia, France, and India have been publicly announced, 
and negotiations with other countries are under way or in 
prospect. 

This effort on the part of the United States Government 
to obtain formal assurances of fair treatment for United 
States capital invested in foreign countries is entirely laud- 
able and should have the full support of the business com- 
munity. Indeed, much of the impetus behind the effort and 
many of the provisions of the treaties already negotiated or 
under negotiation have come from private business. The 
International Chamber of Commerce and its United States 
afhliate, the U. S. Council, brought forth last year a “Pro- 
posed Code of Fair Treatment for Foreign Investment” 
which was a detailed and comprehensive statement of the 
assurances which the international business community con- 
sidered necessary and appropriate on the part of foreign 
countries seeking outside capital. Other business groups have 
closely studied the provisions of the treaties already con- 
cluded. ‘The consensus, | believe, is that the treaties are 
generally satisfactory, although some reservations are offered, 
as for example regarding the recent treaty with Uruguay to 
the effect that the transfer of earnings is not given sufficiently 
high priority in the event of exchange restrictions. 

These bilateral treaties, entered into in good faith and 
carried out in good faith, will certainly be beneficial both 
to American investors and to foreign countries in which 
American capital is invested. However, it must be recog- 
nized that no form of intergovernmental agreement can of 
itself create a favorable climate for American private invest- 
ment abroad. Performance will always be more persuasive 
than promises, and American investors will continue to look 
to the performance of foreign countries in their treatment 
of foreign investments as the acid test of climate. Further- 
more, there are many intangible elements summed up in the 
word “climate” which can never be reduced to the terms of 
a written instrument. 

It is not to be supposed that all, or even most, of the 
obstacles to foreign investment can or will be removed by 
international agreements, by investment guaranties extended 
by the United States Government, or by any other means. 
If the risk of inconvertibility is reduced by agreement or 
eliminated under an Export-Import Bank guaranty, the risk 
of depreciation of foreign assets will remain. Even if flagrant 









forms of discrimination against American investors are elimi- 
nated by unilateral action or by bilateral treaties, there will 
remain the threat of what has been called creeping expro- 
priation through burdensome taxes, labor laws, and welfare 
legislation. Even if the threat of actual expropriation with- 
out prompt, adequate, and effective compensation is elimi- 
nated by treaty or guaranty, no investor will knowingly incur 
the trouble and expense of establishing a foreign operation 
only to have it taken away from him, even with compensa- 
tion, after it has become a going enterprise. 

There is also nothing which will remove the present chief 
deterrent to foreign investment, which is the high return 
on domestic investments free of the peculiar risks of foreign 
investment. ‘The average earnings on American corporate 
investments abroad appear quite favorable in an absolute 
sense. The rate of earnings on value of investment in 1945, 
1946, 1947 and 1948 was 9.2%, 12.2%, 15.2%, and 17.1%, 
respectively, after foreign taxes. However, domestic invest- 
ments in roughly similar industries earned in the same years 
7.7%, 9.1%, 12.0%, and 13.8%, respectively, on net worth 
after U.S. taxes. On the basis of this sample, the difference 
in the overall rewards from investments abroad and invest- 
ments at home is not very great and would seem hardly 
sufficient to offset the additional risks of foreign investment. 

Despite this comparison and despite all the obstacles to 
foreign investment, American capital continues to go abroad 
in substantial volume. During the four postwar years 1946- 
1949, new investments in foreign countries by American 
corporations exceeded $4 billion. In prewar times, this 
would have been accounted a phenomenal amount of new 
investment. It appears small in its postwar setting for sev- 
eral reasons. First, it is small as compared with the amount 
of government loans during the same period and very small 
as compared with government grants to foreign countries. 
Second, it is small in comparison with the dollar gap, which 
has ranged between $10 billion in 1947 and $5 billion in 
each of the years 1948 and 1949. Finally, the amount of 
new investment is discounted on the ground that such a 
large proportion of it consists of oil investments in Venezuela 
and the Middle East motivated by special and perhaps tem- 
porary incentives. 

These comparisons tend unduly to depreciate the current 
flow of private United States capital to other countries. | 
think the record is impressive and considerably better than 
might have been anticipated in view of the uncertainties of 
the postwar world. Furthermore, the record of postwar 
investment throws considerable light on the ruling compul- 
sions and motives which induce American corporations to 
put money abroad. The compulsion in the case of the oil 
industry and other extractive industries is to find additional 
sources of raw materials in order to maintain and expand 
their operations. With respect to oil, this may be a declin- 
ing compulsion. The ruling motive in the case of manufac- 
turing companies is to jump over trade barriers and currency 
restrictions in order to hold existing markets and enter new 
ones. Since I believe the difficulties of direct export from 
United States plants to foreign markets will increase, I be- 
lieve this motive affecting manufacturing corporations will 
become stronger rather than weaker over the next period. 

Whether the rate of total new investment abroad by 
American corporations will continue at $1 billion per year 
is problematical; whether it will rise to some higher annual 
rate is even more problematical. Incentives to foreign in- 
vestment are blunted by persistent deterrents to investment. 
Socialistic tendencies and economic nationalism affecting 
many foreign countries threaten the suffocation of private 
enterprise or expropriation of private holdings. Exchange 
controls are almost everywhere in effect, and the prospect 
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is that they will continue indefinitely into the future. Over- 


hanging all is the spectre of another incalculably devastating 
war. And there is always the counter-attraction of profitable 
ind relatively riskless investment at home. 


Here is the paradox of Point Four, which lies in the con- 
tradiction of attempting to enlist private capital in fighting 
what is essentially a part of the cold war against Commu- 
\merican business is urged to step up the rate of 
foreign investment, but under conditions which are far from 
Yet Point Four will become an important eco- 
nomic and political force only if the rate of private invest- 
ment is maintained and increased. ‘here is no other plausible 


h the benefits of American technology and 


American capital can be carried etfectively to the undeveloped 
ireas of the world, no other way in which our own foreign 


trade and international trade in general can receive the last- 


ing stimulus of sound investment. 
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Everyone interested in foreign trade should therefore lend 
his full support to government and business efforts to im- 
prove the climate in foreign countries for private investment. 
‘The United States Government should concentrate its efforts 
on the same objective and not be diverted from its course 
by false expedients in the guise of short cuts. The whole 
history of the western nations demonstrates that, under con- 
ditions of political and economic freedom, there is no easy 
or short road to economic development. ‘The really incred- 
ible performance of the American economy, both during and 
since the war, should be proof enough that it can be achieved 
most rapidly and most efficiently under a regime of free, 
competitive enterprise. Governments can and should take 
measures to encourage and facilitate private investment and 
private enterprise. It is a fatal mistake, however, to suppose 
that governments can replace private endeavor in the process 
of economic development. 


Western European Unity 


PROGRESS SLOW BUT STEADY 


voiced by a great American when he was Secretary of State, 
General Marshall. 
Now the Amercian people have been told on many oc- 


’ By DR. DIRK UIPKO STIKKER, Minister of Foreign Affairs of the Netherlands 
and Special Representative of the Organization for European Economic Cooperation 
Delivered at a dinner honoring Dr. Stikker, New York, N. Y., March 1, 1950 
FTER this excellent dinner, I have no intention of 
boring you with a lot of figures, statistics and details 
of the operation of the Marshall plan in western 
Europe. ‘This, 1 feel, is neither the time nor the place to 


vo into technicalities. Instead, 1 should like to give you 
a broad, general outline of the establishment of western Eu- 
ropean unity and of the main difficulties and obstacles we 
find on our way. 

But before I embark on this subject, I should like to 
a question. How is it that right at this moment a 
single man can speak in your midst on behalf of western 
have not been endowed with supranational 
In fact, I much preferred my task and powers to 
remain vague, because the question of supranational authority 
would inevitably have raised the issue of sovereignty. Still, 
the fact remains that, for the first time in history, all the 
different countries of western Europe have asked the rep- 
be spokesman for all of them. ‘The 
here is political progress of the first 
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importance. 

This brings me to my main theme, Western European 
Unity. The problem of Europe is neither new nor of local 
importance. It is the familiar question of how an advanced, 
thickly populated and highly developed part of the 
world, having suffered the ravages of two world wars in 
$0 years, can regain its balance and prosperity, and thereby 
safeguard its all-important democratic traditions and institu- 
tions, before the evil torces ot disruption, destruction, and 
dictatorship which thrive on postwar turbulence can get 
a firm grip on the situation. Nor is it a local problem, be- 
cause what happens in one major part of the free world 
must of needs have the most far-reaching effect in another. 
The problem of Europe is not only Europe’s problem, it is 
also America’s. 

Yhat this was, and is, persistently realized in this country 
was illustrated in the first place by the approval of the lend- 
lease principles without which the war would have been 
and in the second place by the acceptance of the plan 


very 
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casions how grateful the peoples of western Europe are to 
them for their extensive and generous assistance on the 
road to recovery. I can only testify to their gratitude once 
more. Recently the American people have also heard that 
the first object of the Marshall plan has been achieved, and 
that from the point of view of recovery and staving off 
economic collapse it can already be qualified as a great suc- 
cess. It seems natural, therefore, that they should wonder 
sometimes why it proves so difficult to attain the second 
important objective: the integration of the western European 
economies and the removal of the various obstacles to free 
trading. 

I should like to emphasize here that also in this field 
progress is being made all the time. There is, however, one 
additional difficulty here. Whereas the first objective of the 
Marshall plan could be reached by economic means chiefly 
on a national basis, the participating countries have, compara- 
tively recently, found—not without some prodding on your 
side—that the more progress they make toward the economic 
integration of western Europe, the more likely they were 
to run into complications of a political nature. To the 
Governments of Belgium, Luxembourg and the Netherlands 
this did not come unexpectedly. ‘They had had the same 
experience while concentrating their efforts on the establish- 
ment of the Benelux Economic Union. I should like to 
recall that this relatively small-scale development took fully 
6 years of truly hard work to mature. 

Small wonder therefore that a similar project for the 
whole of western Europe should run into much more for- 
midable difficulties. 

In the first place we should always bear in mind that 
we are dealing with an age-old historically grown system 
of independent states. To persuade all of them to abolish 
protective economic measures is not an easy job. But I feel 
sure that it can be done and that it will be done, just like 
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the Benelux Union has become a living reality through the 
perseverance of the participants. 

The second difficulty we should not underestimate is the 
special position of Great Britain. On the one hand Britain 
has strong historical, cultural, economic, and geographical 
ties with the continent of western Europe which makes her 
anxious to occupy her rightful place in the European com- 
munity, but on the other hand she has equally strong affini- 
ties outside Europe which render new commitments, 
especially when these may have far-reaching consequences, 
a matter for very serious consideration. It should be re- 
membered that Britain’s currency serves approximately +40 
percent of world trade. There is, however—and I should 
like to stress this point—no question of a deadlock here 
either. Certain recent statements in the press tried to con- 
vince us that western European integration had reached an 
impasse because of the duality I just described, but 1 would 
remind anyone who has serious fears in this respect that the 
absence of spectacular and rapid success by no means im- 
plies failure. I, for one, have good reason to be optimistic; 
a few weeks in my present capacity have shown me progress, 
sometimes slow progress but at the same time—and this 
makes it encouraging—willingness to cooperate toward an 
acceptable solution. I feel particularly gratified at this de- 
velopment, because I have a strong feeling that an overall 
agreement would be the only satisfactory solution. An 
integration of European economies without including the 
United Kingdom can, in my mind, not constitute our final 
aim. 

The third difficulty we have to contend with is the prob- 
lem of the German balance of payments. I realize that here 
I touch upon a technical aspect of our problems and that 
this is hardly the place to go into technicalities. But I may 
be permitted to draw the attention to the general importance 
of the position of Germany in western Europe. In my 
opinion it would be impossible to establish a sound European 
economic system if Germany were not part of it. German 
economy has historically played an important role in Europe. 
It seems unsound to me to ignore this in trying to build up 
an economically healthy Europe. 

The fourth difficulty we encountered is the existence of 
various trade and payment barriers in Europe. These bar- 
riers are being maintained, not because these governments 
are so fond of protective measures, but simply because eco- 
nomic recovery in individual countries has not yet reached 
such a stage as to enable them to remove all these barriers 
without serious repercussions. I need not cite to you as 
legislators the extent of political pressures which come from 
vested interests which are opposed to the removal of pro- 
tective barriers in any country, including the United States. 
I am sure that you experience them in the American Con- 
gress in any effort to lower your own tariffs despite the 
fact that from the over-all economic standpoint a more 
liberal policy on imports would surely appear to be in the 
interest of America, as a great creditor Nation, as well as 
in the interest of Europe. 

Having pointed out four of the main factors which have 
recently proved to stand in the way of immediate and spec- 
tacular successes in our efforts to achieve western European 
unity, | should now like to turn to the other side of the 
question. There is in western Europe a most gratifying and 
promising tendency to foster European cooperation and to 
attain the integration we are looking forward to. Last year 
this tendency was crystallized in the establishment of the 
Council of Europe at Strasbourg. The importance of this 
organization and the effect it will undoubtedly have on 
the course of European events should not be underestimated. 
In the Council of Europe we see both the legislatures and 









the executive branches of most of the western European 
nations getting together to (and I quote from the Council's 
statute) “achieve a greater unity between its members for 
the purpose of safeguarding and realizing the ideals and 
principles which are their common heritage and facilitating 
their economic and social progress.”’ 

Through one of its organs the Council has already taken 
up contact with the OEEC. This contact is likely to become 
more intensive, whether it is formal or informal. What 
the effect of any future exchange of ideas will be I shall 
not venture to guess. But | feel certain that the obvious 
desire of both governmental and parliamentary representa- 
tives to bring about a feasible and sound form of unity 
cannot fail to yield beneficial results. A strong, unprece- 
dented movement for unity has arisen in Europe — and 
Marshall aid has given it considerable impetus—which it 
would be impossible to stem. 


Compared with America, Europe is an old continent, but 
old as it may be, Europe has not lost its vigor. Western 
Europe will use all its resources to achieve our common end, 
but in spite of the proverb which says: “Where there is a 
will there’s a way,” the will on the part of western Europe 
will not be enough. We need material assistance to tide 
us over the difficulties lying ahead in the next 2 years. 

Four years ago, the present Netherlands Ambassador in 
Washington, Mr. van Kleffens, discussed in a speech in 
New York the commanding position occupied by the United 
States after the war and the consequences deriving from 
that position in the economic field. He then said that the 
outside world often looks with a certain apprehension toward 
your gigantic country, hoping and trusting that no measures 
will be taken there which, with the best of intentions and 
without any desire to harm other countries, might never- 
theless result in damage to them by a certain lack of 
awareness of their economic position and legitimate interests. 

‘Today, after the Marshall plan has been in operation for 
almost 2 years, we in western Europe know how seriou 
the people, the Congress and the Government of the United 
States have taken this responsibility. Under the inspired 
guidance of President ‘Truman, former Secretary of State 
Marshall, eminent members of the executive branch of the 
Government, leaders of Congress such as Senator Connally 
and Senator Vandenberg, Representative Key and Repre- 
sentative Eaton, and many others—too many to mention— 
the United States, by the bold and timely action of its Con- 
gress, has shown unsurpassed generosity to those who for a 
number of years lacked the physical means to help them- 
selves. We have already done much, and, with confidence in 
the future, we want to give expression to our gratitude and 
to pledge ourselves to spare no efforts to reach our goal. But 
I am certain that one day—and | hope it won’t be long 
from now—we shall be able to show our American friends 
that their vast contributions have not been in vain. 

Then Europe will show the United States and the rest 
of the world that investment in liberty and in democracy, 
liberally but judiciously made, does neither mean political 
subjugation, as has been contended so often in eastern Eu- 
rope, nor a waste of valuable taxpayers’ money, as has 
been feared by some here. This investment will prove to 
serve the cause of prosperity, of economic well-being, con- 
sequently of peace. 

The part which the United States Congress is playing in 
this historical undertaking is a difficult one: every year 
during the operation of the Marshall plan the Congress has 
to consider and harmonize its two responsibilities, the one 
toward the American people as a guardian over their finan- 
cial and other interests and the other toward the democratic 
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world as a whole from the point of view of safeguarding 
world peace and prosperity. 

This year the United States Congress will once more be 
asked to appropriate a large sum of money for foreign aid. 
We in western Europe feel convinced that it will not be 
denied us, because we cannot believe that an American would 
help build a bridge only halfway across a stream. 

We, on our part, are contributing our share toward the 
same goal. Western Europe realizes fully that the unity 
envisaged by the Marshall plan will be beneficial to all of 
us. We feel that America and Europe, linked together by 
that highway of traffic, the Atlantic Ocean, have more in 


common with each other than either of them with any other 
part of the world. The various parts they play in the Atlantic 
civilization demonstrate how inseparably they are united 
in the world of today. We gladly acknowledge the generous 
contribution you have made in recent years but we want 
to assure you that western Europe is doing and will continue 
to do all within its power to be a worthy partner of America 
in the Atlantic community of nations. 

We are conscious that your aid would be wasted, if we 
did not create unity between democratic countries, and a 
free, good, and just society. These are the stakes, worthy 
of the supreme effort of free men. 


Tension Between United States and 
Soviet Union 


SEVEN POINT COOPERATION PLAN 
By DEAN ACHESON, United States Secretary of State 
Delivered at the University of California, Berkeley, California, March 16, 1950 


WISH to make a report to you about the tensions 

between the United States and the Soviet Union. 

Now, the right and obligation of the Secretary of State 
to speak to his fellow-citizens or to the representatives of 
other nations about our foreign relations is not derived from 
any claim on his part to special knowledge or wisdom which 
makes him right and other people wrong. It is derived from 
the fact that our forefathers by free choice worked out and 
approved a Constitution. 

‘This Constitution, with the amendments and interpreta- 
tions which have made it a living and growing thing, has 
survived to this day as an expression of the will of the entire 
people. A President is duly elected under this Constitution 
with a heavy and solemn responsibility to direct the foreign 
relations of the American people. The President has, in 
accordance with law and with the advice and consent of the 
Senate, appointed a man to serve as Secretary of State to 
assist him in the conduct of our foreign affairs. This right 
to speak on your behalf results directly from the constitu- 
tional processes by which the American people provide a 
government for themselves in an orderly, clear and demo- 
cratic manner. 

A little over thirty years ago there came into power in 
one of the great countries of the world a group of people 
who also claim the right to speak on your behalf. That claim 
was based not on any constitutional procedure, or on any 
expression of the will of those whose representatives they 
professed to be. It was based on a claim which those men 
made to a monopoly of the knowledge of what was right and 
what was wrong for human beings. They further profess 
that their claim is based on a body of thought taken over in 
large part from the writings of a mid-nineteenth century 
German economist and theorist, Karl Marx. 


MarxisM Is Discussep 


L have no desire to debate here the errors of one version 
or another of what is today called “Marxism.” But I think 
it must be recognized in the light of the experience of the 
last hundred years that many of the premises on which Marx 
based his thought have been belied by the known facts of 
what has actually happened in the decades since Marx made 
his studies. Marx’s law of capitalist accumulation, his law 
as to the rate of profit, his prediction of the numerical decline 


of the middle classes, and of the increase of the class struggle: 
none of these calculations has been borne out by the experi- 
ence of the societies of the West. Marx did not forsee the 
possibility of democratic solutions. 

Furthermore, the body of doctrine now processed by the 
Moscow-controlled Communists is only tenuously identified 
with Marx’s writings and is largely overlaid with Russian 
imperialism. We certainly cannot accept the thesis that such 
a doctrine can serve as the justification for the right of a 
small group of individuals to speak for the great masses of 
human beings who have never selected them as their spokes- 
men and whose own opinions they have never consulted. 

Now for three decades this group of people, or their 
successors, has carried on as the rulers of that same great 
country. They have always, at the same time, maintained 
the pretense that they are the interpreters of the aspirations 
of peoples far beyond their borders. In the light of that 
professed philosophy they have conducted, as masters of the 
Russian state, a foreign policy which now is the center of 


‘the most difficult and troublesome problems of international 


affairs, problems designed to keep the peoples of the world 
in a state of deepest apprehension and doubt. In addition 
to this, they have operated within the limits of the Soviet 
state on the basis of a domestic policy founded, they say, on 
the same philosophy. 


Morar Conrtict Is SEEN 


There are many points in this philosophy, and particularly 
in the way im which it has already been applied in practice 
in the Soviet Union and elsewhere, which are not only deeply 
repugnant to us, but raise questions involving the most basic 
conceptions of good and evil—questions involving the ulti- 
mate moral nature of man. There is no use in attempting 
to ignore or gloss over the profundity of this conflict of view. 

The free society values the individual as an end in him- 
self. It requires of him only that self-discipline and self- 
restraint which makes the rights of each individual compatible 
with the rights of every other individual. Individual free- 
dom, therefore, implies individual responsibility not to exer- 
cise freedom in ways inconsistent with the freedom of other 
individuals, and responsibility positively to make construc- 
tive use of freedom in the building of a just society. 

In relations between nations, the prime reliance of the 
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free society is on the strength and appeal of its principles, 
and it feels no compulsion sooner or later to bring all 
societies into conformity with it. 

It does not fear, rather it welcomes, diversity and derives 
its strength from freedom of inquiry and tolerance even of 
antipathetic ideas. 

We can see no moral compromise with the contrary theses 
of international communism: that the end justifies the means, 
that any and all methods are therefore permissible, and that 
the dignity of the human individual is of no importance as 
against the interest of the state. 


Potice STATE EMPHASIZED 


To our minds, these principles mean, in their practical 
application, the arrogation to individual human leaders, with 
all their inevitable frailties and limitations, of powers and 
pretenses which most of us would be willing to concede only 
to the infinite wisdom and compassion of a divine being. 
They mean the police state, with all that that implies; a 
regimentation of the worker which is hardly distinguishable 
from slave labor; a loss to society of those things which 
appear to us to make life worth living; a denial of the 
fundamental truths embodied in all the great religions of 
the world. 

Here is a moral issue of the clearest nature. 
evaded. Let us make no mistake about it. 

Yet it does not follow from this that the two systems, 
theirs and ours, cannot exist concurrently in this world. 
Good and evil can and do exist concurrently in the whole 
great realm of human life. They exist within every indi- 
vidual, within every nation, and within every human group. 
The struggle between good and evil cannot be confined to 
governments. That struggle will go on, as it always has, 
in the wider theatre of the human spirit itself. 

But it also does not follow from this co-existence of good 
and evil that the two systems, their and ours, will necessarily 
be able to exist concurrently. That will depend largely on 
them, for we ourselves do not find impossibility in the pros- 
pect of co-existence with the Soviet system. 

However much we may sympathize with the Soviet citizens 
who for reasons bedded deep in history are obliged to live 
under it, we are not attempting to change the governmental 
or social structure of the Soviet Union. The Soviet regime, 
however, has devoted a major portion of its energies and 
resources to the attempt to impose its system on other peoples. 
In this attempt it has shown itself prepared to resort to any 
method of strategem including subversion, threats and even 
military force. 


It cannot be 


TENSIONS, ANXIETIES STRESSED 


Therefore, if the two systems are to co-exist, some accept- 
able means must be found to free the world from the destruc- 
tive tensions and anxieties of which it has been the victim 
in these past years and the continuance of which can hardly 
be in the interests of any people. 

I wish, therefore, to speak to you about those points of 
greatest difference which must be identified and sooner or 
later reconciled if the two systems are to live together, if not 
with mutual respect, at least in reasonable security. What 
is it which the leaders of international communism could do 
to make such co-existence more tolerable to everyone? 

There are a number of things they could do, which, while 
leaving much yet to do, would give the world new confidence 
in the possibility of peaceful change, in the principle and 
processes of peaceful settlement as an effective means of 
finding workable solutions in areas of disagreement. 

Let us lpok first at the points where we and they are 
perhaps most closely in contact, and where the establishment 
of peace in its narrowest, most limited sense is dangerously 
impeded by the absence of common ground. 








1. DeFrinirion oF TERMS OF PEACE 


It is now nearly five years since the end of hostilities, and 
the victorious allies have been unable to define the terms of 
peace with the defeated countries. This is a grave, a deeply 
disturbing fact. 

For our part, we do not intend nor wish, in fact we do 
not know how, to create satellites. We can accept settle- 
ments which would make Germany, Japan and Austria free 
countries. But we cannot accept a settlement which would 
make Germany, Japan, or liberated Austria satellites of the 
Soviet Union. The experience in Hungary, Rumania, and 
Bulgaria has been one of bitter disappointment and shocking 
betrayal of the solemn pledges by the war-time allies. 

The Soviet leaders joined in the pledge at Teheran that 
they looked forward “with confidence to the day when all 
peoples of the world may live free lives, untouched by 
tyranny, and according to their varying desires and their 
own conseciences.”” We can accept treaties of peace which 
would give reality to this pledge and to the interests of all 
in security. 

With regard to Germany, unification under a government 
chosen in free elections under international observation is a 
basic element in an acceptable settlement. With that need 
recognized and with a will to define the terms of peace, a 
German treaty could be formulated which, while not pre- 
tending to solve all of the complex and bitter problems of 
the German situation, would, nevertheless, go far toward a 
relaxation of a set of major tensions. 

With regard to Austria, that unhappy country is still 
under occupation because the Soviet leaders do not want a 
treaty. The political and economic independence of Austria 
is being sabotaged by the determination of the Soviets, camo- 
flaged in technicalities, to maintain their forces and special 
interests in eastern Austria. 

With regard to Japan, we feel that the Soviet leaders 
could recognize the interest which nations other than the 
members of the Council of Foreign Ministers have in a 
Japanese peace treaty and could refrain from taking positions 
and insisting on procedures which block progress toward a 
treaty. 

In the lar East generally, there are many points where 
the Soviet leaders could, if they chose, relax tensions. They 
could, for example, permit the United Nations Commission 
in Korea to carry out its duties by allowing the Commission’s 
entry into North Korea and by accepting its report as the 
basis for a peaceful settlement of that liberated country’s 
problems. They could repatriate Japanese prisoners of war 
from Siberian camps. They could refrain from subverting 
the efforts of the newly independent states of Asia and their 
native leaders to solve their problems in their own way. 


2. Use or Force 


With regard to the whole group of countries which we 
are accustomed to think of as the satellite area, the Soviet 
leaders could withdraw their military and police force and 
refrain from using the shadow of that force to keep in power 
persons or regimes which do not command the confidence of 
the respective peoples, freely expressed through orderly rep- 
resentative processes. In other words, they could elect to 
observe, in practice, the declaration to which they set their 
signatures at Yalta concerning liberated Europe. 

In this connection we do not insist that these governments 
have any particualr political or social complexion. What 


concerns us is that they should be truly independent national 
regimes, with a will of their own and with a decent founda- 
tion in popular feeling. We would like to feel, when we 
deal with these governments, that we are dealing with some- 
thing representative of the national identity of the peoples 
in question. We cannot believe that such a situation would 
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be really incompatible with the security of the Soviet Union. 

‘This is a question of elementary good faith, and it is vital 
to a spirit of confidence that other treaties and other agree- 
ments will be honored. Nothing would so alter the inter- 
national climate as the holding of elections in the satellite 
states in which the true will of the people could be expressed. 


3. OpstTRUCTION IN THE UNITED NATIONS 


The Soviet leaders could drop their policy of obstruction 
in the United Nations and could instead act as if they believe 
the United Nations is, as Stalin himself has recently called 
‘t, a serious instrumentality for the maintenance of inter- 
national peace and security. They are simply not acting 
that way now. 

Their policy of walkout and boycott is a policy that under- 
mines the concept of majority decision. Indeed, they seem 
deliberately to be digging themselves into a minority position 
in the United Nations. This was illustrated last fall when 
they voted against the essentials of peace resolution which 
solemnly restated and reafirmed the principles and purposes 
of the United Nations Charter, and which pointed to prac- 
tical steps which members should take to support the peace. 

A respect for the expressed will of the majority is as 
fundamental to international organization as it is to democ- 
racy. We know that a majority of the General Assembly 
has generally not agreed with the Soviet Union, whereas we 
ourselves have generally been on the majority side. 

There is nothing artificial about this situation. It has not 
been the result of any sleight of hand or pressures on our 
part. We do not have any satellites whose votes we control. 
Ihe significant fact is that proposals which have commended 
themselves to a majority of the members of the United Na- 
tions have also commended themselves to us. 

Let the Soviet Union put forward in the United Nations 
renuine proposals conducive to the work of peace, respectful 
t the real independence of other Governments, and appre- 
ciative of the role which the United Nations could and 
should play in the preservation of world stability and the 
cooperation of nations. They will then doubtless have a 
majority with them. We will rejoice to see them in such a 
majority. We will be pleased to be a member of it ourselves. 


4. Errecrive Controt oF ATOMIC ENERGY 


The Soviet leaders could join us in seeking realistic and 
effective arrangements for the control of atomic weapons 
and the limitation of armaments in general. We know that 
it is not easy for them under their system to contemplate 
the functioning on their territory of an authority in which 
people would participate who are not of their political per- 
suasion. 

lf we have not hesitated to urge that they as well as we 
accept this requirement it is because we believe that a spirit 
of genuine responsibility to mankind is widely present in 
this world. Many able administrators and scientists could 
be found to operate such an authority who would be only 
too happy, regardless of political complexion, to take an 
elevated and enlightened view of the immense responsibility 
which would rest upon them. There are men who would 
scorn to use their powers for the negative purpose of intrigue 
and destruction. We_ believe that an iuthority could be 
established which would not be controlled or subject to con- 
trol by either ourselves or the Soviet Union. 

S. Arremptrs ar UNpERMINING ESTABLISHED 
(GOVERN MENTS 


The Kremlin could refrain from using the Communist 
apparatus controlled by it throughout the world to attempt 
to overthrow, by subversive means, established Governments 
with which the Soviet Government stands in an outward 





state of friendship and respect. In general, it could de- 
sist from, and could cooperate in efforts to prevent, in- 
direct aggressions across national frontiers—a mode of con- 
duct which is inconsistent with and contrary to the spirit 
and the letter of the United Nations Charter. 


6. Proper [TREATMENT OF DipLOMATiC REPRESENTATIVES 


‘The Soviet leaders could cooperate with us to the end that 
the official representatives of all countries are treated every- 
where with decency and respect and that an atmosphere is 
created in which these representatives could function in a 
normal and helpful manner, conforming to the accepted 
codes of diplomacy. 

The standards of conduct of our own representatives are 
known from more than a century and a half of American 
diplomatic experience. These standards are such that all 
countries which have accepted our representatives in a spirit 
of respect and confidence over periods of many decades have 
certainly remained none the worse for it. The independence 
of those countries has not been undermined; their peoples 
have not been corrupted; their economies have not been 
scathed by sabotage. 

When we now find our representatives treated as crimi- 
nals, when we see great official propaganda machines re- 
iterating that they are sinister people and that contact with 
them is pregnant with danger—we cannot believe that such 
insinuations are advanced in good faith, and we cannot be 
blind to the obvious implications of such an attitude. 


7. Dytsrortion oF Motives oF OTHERS 


In general, the Soviet leaders could refrain, I think, from 
systematically distorting to their own peoples the picture of 
the world outside their borders, and of our country, in 
particular. 

We are not suggesting that they become propagandists for 
any country or system other than their own. But the Soviet 
leaders know, and the world knows, with what genuine 
disappointment and concern the people of this country were 
brought to the realization that the wartime collaboration 
between the major allies was not to be the beginning of a 
happier and freer era in the association between the peoples 
of the Soviet Union and other peoples. 

What are we now to conclude from the morbid fancies 
which their propaganda exudes of a capitalist encirclement, 
of a United States craftily and systematically plotting an- 
other world war? They know, and the world knows, how 
foreign is the concept of aggressive war to our philosophy 
and our political system. They know that we are not asking 
to be the objects of any insincere and effusive demonstrations 
of sentimental friendship. But we feel that the Soviet lead- 
ers could at least permit access to the Soviet Union of per- 
sons and ideas from other countries so that other views might 
be presented to the Russian people. 

These are some of the things which we feel that the Soviet 
leaders could do, which would permit the rational and peace- 
ful development of the co-existence of their system and 
ours. They are not things that go to the depths of the moral 
conflict. They are not things that promise the kingdom of 
heaven. They have been formulated by us, not as moralists 
but as servants of government, anxious to get on with the 
practical problems that lie before us, and to get on with them 
in a manner consistent with mankind’s deep longing for a 
respite from fear and uncertainty. 


Goop FairH Is NEEDED 


Also we haven’t formulated the suggestions as any one- 
sided bargain. A will to achieve binding, peaceful settle- 
ments would be required of all participants. All would have 
to produce unmistakable evidence of their good faith. All 
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would have to accept agreements in the observance of which 
all nations could have real confidence. 

The United States is ready, as it has been and always will 
be, to cooperate in genuine efforts to find peaceful settle- 
ments. Our attitude is not inflexible, our opinions are not 
frozen, our positions are not and will not be obstacles to 
peace. But it takes more than one to cooperate. 

If the Soviet Union could join in doing these things | 
have outlined, we could all face the future with greater se- 
curity. We could look forward to more than the eventual 
reduction of some of the present tensions. We could an- 
ticipate a return to a more normal and relaxed diplomatic 
atmosphere, and to progress in the transaction of some of the 
international business which needs so urgently to be done. 

| fear, however, that | must warn you not to raise your 
hopes. No one who has lived through these post-war years 
can be sanguine about reaching agreements in which reliance 
can be placed and which will be observed by the Soviet lead- 
ers in good faith. We must not, in our yearning for peace, 
allow ourselves to be betrayed by vague generalities or be- 
guiling profiers of peace which are unsubstantiated by good 
faith solidly demonstrated in daily behavior. 

We are always ready to discuss, to negotiate, to agree, but 
we are understandably loath to play the role of international 
sucker. We will take the initiative in the future as we have 
in the past in seeking agreement whenever there is any indi- 
cation that this course would be a fruitful one. 

What is required is genuine evidence in conduct, not just 
in words, of an intention to solve the immediate problems 
and remove the tensions which divide us. I see no evidence 
that the Soviet leaders will change their conduct until the 
progress of the free world convinces them that they cannot 
profit from a continuation of these tensions. 

So our course of action in the world of hard reality which 
faces us is not one that is easily charted. It is not one which 
this nation can adopt without consideration of the needs and 
views of other free nations. It is one which requires all the 
devotion and resolve and wisdom that can be summoned up. 
We have had and continue to have the assistance and advice 
of distinguished leaders in all walks of life. We have the 
benefit of the great public discussion which has been pro- 
ceeding in the democratic way, by free inquiry and free ex- 
pression. 

It is my purpose in talking with you to point a direction 
and to define the choices which confront us. We need to 
stand before the world with our own purpose and position 
unmistakably clear. 

We want peace, but not at any price. We are ready to 
negotiate, but not at the expense of rousing false hopes which 


Insurance 


RECOMMEND the extension of the Selective Service 
Law. My reasons for this recommendation are: FIRST, 
the presence of the law is a vital factor in the pre- 
servation of the present precarious peace; and second, should 
all efforts to maintain the peace fail the existence of this 
law will be a most favorable factor in the expeditious pro- 


would be dashed by new failures. We are equally determined 
to support all real efforts for peaceful settlements and to 
resist aggression. 

The times call for a total diplomacy equal to the task of 
defense against Soviet expansion and to the task of building 
the kind of world in which our way of life can flourish. We 
must continue to press ahead with the building of a free 
world which is strong in its faith and in its material progress. 
The alternative is to allow the free nations to succumb one 
by one to the erosive and encroaching processes of Soviet 
expansion. 

We must not slacken, rather we must reinvigorate, the 
kind of democratic efforts which are represented by the 
Kuropean Recovery Program, the North Atlantic and Rio 
pacts, the mutual defense assistance program, the Point Four 
program for developing the world’s new workshops and 
assistance in creating the conditions necessary to a growing, 
many-sided exchange of the world’s products. 


U. N. CALLep THE KEYSTONE 


We must champion an international order based on the 
United Nations and on the abiding principles of freedom 
and justice, or accept an international society increasingly 
torn by destructive rivalries. 

We must recognize that our ability to achieve our pur- 
poses cannot rest alone on a desire for peace, but that it must 
be supported by the strength to meet whatever tasks Provi- 
dence may have in store for us. 

We must not make the mistake, in other words, of using 
Soviet conduct as a standard for our own. Our efforts can- 
not be merely reactions to the latest moves by the Kremlin. 
The bi-partisan line of American foreign policy has been 
and must continue to be the constructive task of building, 
in cooperation with others, the kind of world in which free- 
dom and justice can flourish. 

We must not be turned aside from this task by the diver- 
sionary thrusts of the Soviet Union. And if it is necessary, 
as it sometimes is, to deal with such a thrust or the threat 
of one, the effort should be understood as one which, though 
essential, is outside the main stream of our policy. 

Progress is to be gained in the doing: of the constructive 
tasks which give practical affirmation to the principles by 
which we live. 

The success of our efforts rests finally on our faith in our- 
selves and in the values for which this republic stands. We 
will need courage and steadfastness, and the cool heads and 
steady nerves of a citizenry which has always faced the 
future “with malice toward none; with charity toward all; 
with firmness in the right; as God gives us to see the right.”’ 


for Peace 


EXTENSION OF SELECTIVE SERVICE 
By MAJOR GENERAL LEWIS B. HERSHEY, Director of Selective Service 


Delivered before the Armed Services Committee of the House of Representatives on Extension of Selective Service, 


Washington, D. C., January 26, 1950 


curement of manpower for the winning of the war and the 
reestablishment of the lost peace. 

I believe that the preservation of the Selective Service 
Law is the cheapest insurance the United States can buy for 
the prevention of war. This is true for three reasons: First, 
continuation of this law is a pledge of good faith to friendly 
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nations. ‘Those nations, like us, are interested in maintain- 
ing and extending democratic principles upon which this 
Government has been founded and under which it has lived. 
On the other hand, failure to extend this law cannot but 
raise questions as to the intentions of the United States to 
support to the limit of her manpower resources the course 
upon which the community of nations has embarked. 

Second, extension of this Act is a notice to all who may 
not view with friendliness the ideals and the policies of the 
United States. Extension is evidence of continuing intention 
of the United States to use all its manpower resources in 
support of its policies. Had such action been taken, and 
such an intent been crystal clear to the aggressors prior to 
World Wars | and II, it is most doubtful that it would 
have been necessary for the United States to have become 
involved in either of these wars. 


Third, and last, the most important of all, the extension 
of Selective Service is not only a pledge to our friends and 
a notice to others, but it is a dedication of Americans them- 
selves in a forthright manner to indicate an understanding 
on the part of the Congress and on the part of the people 
of the United States that the troubled world in which we 
live cannot be safely lived in without the cooperative efforts 
of the whole people. The experiences of World War I and 
World War II indicate that if war comes all of our citizens 
will be under the necessity of giving their maximum efforts. 
‘There has never been a question of the intentions and will- 
ingness of the American people when once the gauge is 
down. It is worth the effort, in an attempt to prevent 
World War III, for our people to indicate in advance— 
and to-understand in advance—that requirements for serv- 
ice will be upon all who are able to bear it. If that is the 
inescapable consequence of war, how wise and how honest 
to understand and to be willing to give a very small por- 
tion of the unity and support that is a part of the prepara- 
tion for service in order to prevent a war which requires 
so many more times the effort and so much more of the 
individual's time to win. 

The presence of a Selective Service Act not only is one 
of the many factors which go to preserve the peace, but 
constitutes an insurance policy which contains many other 
benefits. In cost it is less than one-tenth of one per cent 
of the Federal budget for survival. Like insurance, it must 
be bought before the time when its benefits become due. 
Once that day arrives the favorable insurability has been 
lost. It is only in peace that we may buy at minimum rates 
the protection which may well be the difference between 
peace and war. 

The seconp reason for recommending the extension of 
Selective Service is based upon its value in increasing the 
potential of the United States should peace be lost. Our 
experience in the past indicates that should war come it is 
inevitable that manpower of this Nation would be furnished 
to the armed forces by some orderly, expeditious, fair and 
just method of selection and induction. It is no small task 
to register and classify the fifty millions of our manpower 
as we did in World War II. It requires a machine which 
covers the entire United States. It requires organization; 
it requires training; it requires team work; it requires a 
morale which comes with a feeling of esprit de corps for 
an organization in which all of its members can take a well- 
deserved pride. Such an organization is not built over night. 
The Selective Service Act of 1940, which was passed in 
September, did not produce men at the rate of 400,000 a 
month until October of 1942. Fortunately it was not called 
upon for this rate of production earlier. 


It will remain controversial as to the date that this pro- 
duction level ‘could have been achieved by the Selective 


Service System organized under the Act of 1940. It is 
my considered judgment, based upon every inquiry that 
I can make of our historical experience, that when we have 
said that four to seven months would be required to organize 
and train a system, imbue it with its objectives and its ideals, 
while at the same time registering several millions of people 
and running them through this recently organized system up 
to this point where it was capable of producing even 300,000 
a month, this estimate I believe to be in error on the side of 
optimism, rather than the contrary. I fear that we should 
inevitably find ourselves consuming at least a year to reach 
the production level of 500,000. There is no experience that 
we have had in this Nation that could lead us to any other 
conclusion. 

In that particular I should like to state I believe that we 
lead ourselves into error in our thinking and planning when 
we presume that a critical situation with the country in 
chaos will permit and force a more rapid organization which 
is efficient and orderly than under circumstances in which 
we have more time and less interference. I believe firmly 
that if we should be attacked it would be much more difficult 
to perfect this organization than it was in 1940 and again 
in 1948. The present system, torn into segments, will 
operate each in its own area much better than an organiza- 
tion which must be brought together under circumstances 
that are disintegrating in their nature. There is no question, 
and can be none, of the inevitableness of the use of some 
selective sort of a system for the procurement of men for 
the armed forces should we be forced into war. There is 
likewise no question that the existence of this organization 
with men registered and classified will save months of time, 
billions of dollars, and hundreds of thousands of lives. 

I have tried to indicate that the extension of the Selective 
Service System, is a positive and powerful move for peace— 
by its encouragement to our friends, by its warning to 
others, and by reminding each and every one of us of the 
responsibilities that survival in this present world entails. 
I have tried to indicate what it would mean to have this 
law and the system which it organizes in being in the event 
every effort which we put forth failed to hold the peace. 

I should like to discuss just briefly the law as it has 
operated for the past two years. I shall make no defense 
of the law. I believe that history when written with the 
distance from its occurrence which insures objectivity will 
give it a place that is not recognized now. There are on 
this Committee most of the individuals responsible for this 
legislation in the House of Representatives. Because it has 
not been used to the extent that it might, because it has 
functioned to provide men by indirect means, there has at 
times, certainly on the part of many, been a feeling that it 
was not necessary. I am sure that the verdict of objective 
history will be otherwise. Discount the fact if you will 
that we have not deteriorated toward war since the passage 
of this law. Precarious as it may be, we still have a peace 
of a sort. I shall not claim that this act saved this peace, 
but it helped. This law would have been used a great deal 
more if we had gone to war, but how much better it is 
that we can be satisfied its presence was a great factor in 
preventing its maximum use. 

We are prone at times to forget what it did do, especially 
in its early days. It is often said that the Navy and the 
Air Force never inducted any men under it, and yet their 
recruiting in the months immediately subsequent to the 
passage of this act tripled over what it had been the months 
before. I am sure that 250,000 men entered into the services, 
including the National Guard, under the impetus of this 
Law in addition to the rate which had been in existence for 
the six months preceding the passage of this Act. It is true 
that the Army is now permitting men to go to swell our 
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ever ebbing trained reserve after they have served one year. 
Let us not forget that there are undoubtedly over 200,000 
men now serving in our armed forces who are there as a 
direct result of the wisdom of our Congress in the passage 
of the Selective Service Act. 

It is one of the strange experiences of life that we pay 
the premium on our life insurance when we live, and cer- 
tainly we would not be wise to criticise our insurance policy 
at the end of two years from its purchase date because we 
had spent our premiums then and still had not collected 
because we are still alive. Protection we pay for, and one 
of the commodities bought is the absence of war. It is the 
same with the fire department or the police department. Do 
we ask as we pay each week or each month the individual 
fireman whether or not he has attended a fire that particular 
pay period, and then abolish his job, close up the fire house 
because it has not been used? 

We are content with the policemen when there is no 
crime. How ridiculous it would be to ask each policeman 
on stated occasions whether or not he had shot a citizen 
during that period and if his answer was “no” ask him to 
turn in his badge and get his pay at the office, because 
obviously if he was killing no one, there was no need for 
his service. 

Selective Service, like the armed forces, performs its 
duty just as much when it succeeds without its use, as when 
it is forced to rescue a war that is already in existence, a 
war generated by circumstances before the Selective Service 





could influence those circumstances. I am sure the members 
of this Committee need not apologize to their colleagues, or 
to the United States, for the fact that they did their full 
measure of duty in the passage of the Selective Service Act 
of 1948 and thereby made a major contribution in strength- 
ening America’s position, and, by strengthening that position, 
avoided the loss of peace. Had the Congress passed a Selec- 
tive Service Act in 1936 as it did in 1948 we might have 
avoided World War II in 1941 as we avoided World War 
III in 1948 and 1949, 

It is so much easier to see this pertinent need which existed 
for the Selective Service Law in 1940 than it is to see the 
same need in 1948. Saving and winning a war are steps 
that are visible daily, hourly, to our citizens. Preventing 
war, as well as keeping peace, is a twenty-four hour a day, 
month-by-month, year-by-year job. It has no glamour, but 
it has no casualties. 

The fireman on his chair in the engine house is not a 
glamorous figure. He looks like a load on the tax-payer’s 
purse. The same fireman though, up on his ladder in the 
blaze, is understood; and yet when he by his presence and 
his timely arrival at the fire puts out with his hand exting- 
uisher a blaze that might be a seven or eight alarm affair, 
he is most useful, if not most glamorous. Preventing war 
by strength, by declaration of intentions, and by continual 
dedication of our citizenry needs no apology. 

To keep our strength, to be ready, and to keep the peace, 
I recommend the extension of the Selective Service Act. 


Genocide Convention and the U. S. 
Constitution 


CREATES A NEW CODE OF CRIMINAL LAW 
By CARL B. RIX, Vice Chairman of Special Committee on Peace and Law 
Through United Nations of the American Bar Association 
Delivered before Subcommittee of United States Senate Foreign Relations Committee, 


Washington, D. C., January 24, 1950 


EFORE I proceed, may I direct your attention to 
the letter of transmittal of the State Department to 
the Senate of the United States on this question of 

intent which has just been discussed, in which it is said on 
page 4, “However, if an individual is murdered by another 
individual or by a group, whether composed of private citi- 
zens or government officials as part of a plan or with the 
intent to destroy one of the groups enumerated in Article 2, 
the international crime of genocide is committed, as well 
as the municipal-law crime of homicide.” 

Senator McMahon. 1 would like to read that myself. 
You say that is on page 4? 

Mr. Rix. Page 4 of the letter of transmittal of the State 
Department. 

The traditional concept of international law was that of 
the relation of states to each other—as Hamilton put it, 
the relation of sovereign to sovereign. 

A determined effort is now being made, following the 
Nuremberg trials, to change that concept to the relations of 
states and individuals in the states, thereby imposing indi- 
vidual liability for international law and creating unknown 
individual rights. The concept has been broadened also in 
the nature of the subjects to be covered. For instance, 
human rights have never been considered to be international 
in scope. Dr. George Malik, Minister of Lebanon in the 


United States, and Rapporteur of the Human Rights Com- 
mission, and Mrs. Roosevelt recently issued a bulletin on 
the Covenant of Human Rights in which Dr. Malik says: 

“These rights and freedoms have hitherto fallen exclu- 
sively within the domestic jurisdiction of the separate states 
but the covenant will have the effect of lifting them from 
being the independent and exclusive concern of the separate 
sovereign states to being the common concern under inter- 
national law of all the covenanting states.” 

This means that if domestic questions are made the sub- 
ject of a treaty, they thereby become part of the structure 
of international law. If to that is added the theory of in- 
dividual liability, instead of liability only of a state, it is 
easy to see the extent of the change which will come to us 
and other nations. And on that subject of individual lia- 
bility, I was struck yesterday by the fact that Judge Patter- 
son, I believe it was, said that there was no individual 
liability, if I quote him correctly, under this treaty. 

May I call your attention to the specific provision in the 
covenant that it is binding on individuals, constitutionally 
responsible rulers and public officials. 

Article 27 of the Charter of the United Nations provides: 
“Nothing contained in the present charter shall authorize 
the United Nations to intervene in matters which are essen- 
tially within the domestic jurisdiction of any state or shall 
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require the members to submit such matters to settlement 
under the present charter.” 

In order to get away from this provision and to deal with 
domestic questions, it has been found necessary to change 
those questions to international law by the use of treaties. 
That method of creating international law has been specifi- 
cally approved by the International Court, in an opinion 
by Judge Hudson in the Danzig case, so that the method is 
perfectly legal, according to the international authorities. 
\ considerable number of treaties of that kind have been 
proposed and are now under preparation in the United 
Nations. 

This situation has made it necessary that we go back to 
the Constitution of the United States to discover the impact 
of the new doctrine on us. 

Article VI of the Constitution provides: “This constitu- 
tion, and the laws of the United States which shall be made 
in pursuance thereof, and all treaties made, or which shall 
be made, under the authority of the United States, shall be 
the supreme law of the land; and the judges in every state 
shall be bound thereby, anything in the constitution or laws 
of any state to the contrary notwithstanding.” 

Few countries of the world have similar provisions in 
their constitutions, and it may be said that the United States 
occupies an isolated status and the way has never been found 
by which we can be put on an equal basis with Great Britain 
ind many other countries in treaty law. 

[ have a letter from Professor Chafee of Harvard, 
which he states he and Judge Hudson and Mr. Kendrick 
of the State Department worked for over a year to find the 
basis by which we can be put on an equal basis with Great 
Britain in treaty law. Dr. Lauterpacht, in his book on 
Human Rights, gave up the job entirely. He said he couldn’t 
find a way to do it. 

The situation of the United States may be summarized 
thus: (a) In a treaty in a code form, the Senate by a two- 
thirds vote of the Senators present and approval by the 
President may impose domestic law on the United States 
in any form and on any subject, if there is no prohibition in 
the Constitution, regardless of the entire lack of any other 
constitutional basis. 

(b) After ratification of a treaty and approval by the 
President in a skeleton or enacting form only, which does 
or does not provide for implementation, Congress has the 
power with no other constitutional basis whatsoever to pass 
any implementing legislation, with the approval of the 
President. é 

(c) The effect of the above is that a ratified treaty con- 
fers full and complete power on the Federal Government in 
matters dealt with by the treaty and the states are deprived 
of all the power in those matters notwithstanding state con- 
stitutions, state decisions and law. 

This is a policy question which must be discussed. If there 
is to be a succession of treaties from the United Nations 
dealing with domestic questions, are we ready to surrender 
the power of the states over such matters to the Federal 
Government? Is that the road to peace, domestic or foreign? 

We hear much of the dominant federalist state. Every- 
thing done so far has been done under the constitutional 
power of Congress. If no constitutional basis is necessary, 
and if all that is necessary is a ratified treaty, shall we make 
that cl hange in our structure of yovernment by the treaty 
route instead of a constitutional amendment approved by the 
people of the United States ? 

The report of the Civil Rights Committee appointed by 
the President, after considering the division on power over 
civil rights between the Federal Government and the States, 
in two places refers to the added power which may be given 
to Congress in the field of civil rights if the human rights 
treaty is ratified and approved. Last year, a bill emanated 





from the Labor Committee of the House dealing with the 
entire field of civil rights. It is known as the FEPC bill. 
There has been much in the papers in the last few days. 

It is predicated in part on the provisions of the Charter 
of the United Nations dealing with the promotion and sup- 
port of human rights generally. I have a copy of that bill 
and a copy of the report, and on page 24, you will find the 
discussion of the treaty-making power, and it said, “So 
viewed, it is immaterial whether or not the bill could be 
constitutionally enacted in the absence of an enabling treaty.” 

“The Supreme Court has established that there are some 
matters that an act of Congress could not deal with but that 
a treaty followed by such an act could, citing Missouri 
igainst Holland, 252 U. S., which is the migratory bird case. 
In that case the Court upheld the statute regulating the 
killing of migratory birds, a matter normally within the 
exclusive jurisdiction of the states. A treaty with Great 
Britain providing for such regulations supplied the basis 
for the Court’s holding that the great body of private rela- 
tions usually fall within the control of the state, but a 
treaty may override its power.” 

This is a matter of pending legislation, with a compre- 
hensive bill based in part upon the jurisdiction of Congress 
without constitutional basis in an important matter covering 
all fields of civil rights. It gives us right now, to date, the 
extent of the use of treaty making law in the United States. 
These are constitutional processes in the United States. Is 
there a blind spot in the Constitution? At the time it was 
drawn, and for years thereafter, operations were under a 
narrower concept of international law. The result could 
not have been foreseen. It has been brought to the fore by 
the proposed Covenant on Human Rights, the Genocide 
Convention, and the proposed Treaty on Traffic in Persons, 
commonly known as the Prostitution Treaty. 

During the annual meeting of the American Bar Asso- 
ciation in consideration of these matters, Governor Stassen 
joined in a suggestion of the Committee on Peace and Law 
through United Nations that if the United States was called 
upon to consider and ratify many proposed treaties flowing 
from the United Nations dealing with domestic questions, 
a constitutional amendment would undoubtedly be necessary 
to put us on a parity with other nations and to preserve the 
rights of the states. 

Two subjects will have to be covered in that amendment 
instead of one: one, taking out possibly the provision that a 
treaty upon ratification becomes the domestic law of the land 
and another provision preserving the rights of the states. 

There is one outstanding case in the United States by 
which a domestic question was turned into international law. 
Congress passed a migratory bird law which was declared 
unconstitutional because of lack of constitutional power in 
Congress to deal with that subject. On the advice of counsel, 
no further action was taken until a treaty covering migratory 
birds was made with Great Britain and Canada. This mat- 
ter then reached the Supreme Court of the United States 
in what is now known as the Migratory Bird Case, and the 
power of Congress to enact the law under the treaty, with 
no other constitutional basis, was upheld because, as Justice 
Holmes said, there was no prohibition in the constitution 
against it and nothing in the 10th Amendment to prevent it. 
A comparatively simple subject made a lot of law for the 
United States, the effect of which we must now consider. 

It will be seen that the Committee on Peace and Law 
through United Nations is presenting nothing new. It is 
presenting a situation under our constitution which has ex- 
isted since it was drawn. Many attempts are now being 
made to recognize the situation. The report of the Commit- 
tee on Peace and Law through United Nations presented in 
September at the annual meeting of the American Bar As- 
sociation has been sent to each member of the Association 
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for earnest study and consideration. Over 43,000 copies of 
that report were mailed out for study. It is in the hands of 
the Senators and members of the House. 

{ts substance has been presented to the American Society 
of International Law and to teachers of constituticnal and 
international law at the meeting of the Association of 
American Law Schools. 

At the last meeting of the Assembly of the United Nations, 
a report of Committee Three was submitted constituting a 
convention on the traffic in persons, generally known as the 
Treaty on Prostitution. Mr. Schweppe referred to the state- 
ment in the column of Mrs. Roosevelt. 

We think it will be agreed that the question of prostitu- 
tion hitherto has been a domestic question, treated through 
local regulatory measures and in the social service fields in 
each separate jurisdiction of government. 

The Federal-State clause referred to is Article 24 of the 
proposed Treaty on Human Rights. Its purpose is to pre- 
serve the rights of the states. The draft is an abridgement 
from the International Labor Convention, under which pro- 
posals only are made to the treaty states for acceptance or 
rejection by them, with no binding obligation of implementa- 
tion of the treaty. We believe it is now agreed that the 
clause as drawn will not serve the purpose. 

No attempt whatsoever is made in the Genocide Conven- 
tion to meet the situation, in spite of the fact that domestic 
law of crimes is provided for in that Convention. In fact, 
a deliberate, premeditated attempt to enact international 
law for enforcement in domestic courts appears in that Con- 
vention. If Mrs. Roosevelt is right in her statement that 
the absence of the Federal-State clause probably makes it 
impossible for Congress to ratify the Convention on Prosti- 
tution, what shall be said of the absence of a similar clause 
in the Genocide Convention ? 

In our report, we state that the absence of such a clause 
preserving the rights of the states is a bar to the ratification 
of this treaty as submitted. 

It is often said that treaties are not self-executing. In the 
solution of this question, there is no difference between a 
self-executing treaty, which does not require implementa- 
tion, or one which requires implementation by the enactment 
of the necessary laws to put it into operation. If there is an 
obligation to implement a treaty, the obligation is as strong 
as the treaty itself. The United States does not fail to im- 
plement a treaty. If there is an obligation to pass legislation, 
the point is reached when such legislation is passed that the 
full effect of the treaty shown herein has been accomplished. 

Many other questions arise in the consideration of these 
matters, including the right of a state which is a party to a 
treaty to raise the question of the constitutionality of any 
of its acts. Articles 13 and 14 of the proposed Declaration 
of the Rights and Duties of States are to the contrary, and 
expressly negative the idea that any state in international 
relations can raise any question of constitutionality. If in- 
dividuals are bound by treaties, and the treaty state cannot 
raise the constitutionality, will the individual have the power 
to raise the question of constitutionality? This is of par- 
ticular importance because of the provision of our Constitu- 
tion which provides that the Constitution of the United 
States and treaties are of equal dignity as supreme law of 
the land. Which is supreme? 

Another question is: Have the Senate and the United 
States and the President the power to suspend the operation 
of a plain provision of the United States Constitution that 
a ratified and approved treaty becomes domestic law? Can 
we by a reservation say that we are suspending the oper- 
ation of a plain provision of the Constitution of the United 
States? Will any reservations or resolutions saying that the 
treaty shall not have that effect stop the operation of the 
Constitution ? 









Finally, may we call attention to the evanescent and un- 
certain character of legislation dependent on the termination 
of a treaty. Great bodies of legislation may be passed under 
these treaties, and great agencies of enforcement may be 
set up. Treaties may be terminated in many ways by the 
President, by Congress, by repudiation and abrogation, by 
failure to act, or by deliberate breaches. What becomes of 
the laws and the machinery which have been set up? Those 
interested in this point are referred to Corwin—‘The Presi- 
dent, Office and Power,” page 238. 

Senator McMahon. Of course, you appreciate that the 
State Department has rendered the opinion that it is not a 
self-executing treaty. 

Mr. Rix. Correct. We don’t agree to that insofar as the 
definitions of the crimes are concerned. The obligation of 
the treaty is to enact the legislation to put these crimes and 
these definitions into effect without deviation. 

Senator McMahon. That is the moral obligation under 
the treaty. 

Mr. Rix. That is the legal obligation under the treaty. 

Senator McMahon. Well now, of course, it is important, 
though, to know that upon the ratification of this treaty by 
the Congress, by the Senate, it would not be possible to try 
in any court, any court in the United States, any person 
under that treaty. 

Mr. Rix. Possibly for crimes but not, as Mr. Schweppe 
explained, to create a civil liability, because of our constitu- 
tional provision that all definitions of crimes, of international 
crimes, or all specific definitions of crimes, Federal crimes 
and international crimes, must be provided by Congress and 
not by the Senate alone. We have that provision in our 
constitution. 

Senator McMahon. And, therefore, it would not be pos- 
sible to hail anybody into court and put them on trial. 

Mr. Rix. That is correct, for a violation of this treaty. 
It would have to be in violation of a specific statute, crimi- 
nal statute, definite in its terms and certain in its penalties, 
because of our constitutional provisions. 

Senator McMahon. That is right. 
tant that that be emphasized. 

Mr. Rix. 1 think that is correct Senator. 
brought out in the record. 

Now, what is the application of all that to this Genocide 
Treaty? It is plain that there has been a severe getting 
down from the lofty plane which Mr. Schweppe* de- 
scribed, taken by the United States, which we believe was 
correct, that genocide should embrace only those crimes 
which were committed with the complicity of the state. 

In the opinion of members of the Sixth Committee, ex- 
pressed in their debates, what this thing has gotten down 
to is a code of domestic law for each country, defining cer- 
tain crimes, and that nothing more was added except a 
code of law, in this case treaty law, with all the consequences 
which I have tried to explain, without any constitutional 
basis whatsoever to govern the United States of America. 
The extensive use of that treaty power, in our opinion, 
constitutes a serious question for us and particularly for the 
minority groups which appeared yesterday and presented 
their side of this case so eloquently. What is the protection 
which has been given to them except the constitutional gov- 
ernment of the United States anchored to the Constitution 
of the United States? If we destroy that system of govern- 
ment and embrace the British system, for instance, without 
a constitutional basis back of it, as they have in England, 
where are we? 

In our opinion, the failure to recognize the constitutional 
situation that is confronting the United States in this 


1 think it is impor- 


It should be 
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Treaty, as the Third Committee did in connection with the 
Treaty on Prostitution, is a bar to its ratification, as sub- 
mitted, and the failure must be corrected in some way. 

Mr. Schweppe explained to you the question of denial of 
free speech. [| want to put in this record what Mr. John 
Maktos said in that debate, and if you want to see an 
illuminating debate on the question of where we stand on 
free speech in the world, I refer you to that debate in the 
Sixth Committee, where country after country disputed the 
contention of the United States of the absolute right of free 
speech. A friend of mine from Cuba appeared there, the 
dean of a law school. He stated that his country would 
not accept our concept of free speech. Mr. Maktos said that 
genocide must end where free speech begins. Without free 
speech and freedom of the press, all of these rights that we 
talk about amount to nothing. 

Mr. Schweppe also discussed the question of “in whole 
or in part.” To say that we were rather surprised to find 
the contention yesterday that this did not apply to part 
would be an understatement. Several months ago, when I 
poke before the Society of International Law, it was my 
privilege to speak to Dr. Lemkin and Dr. Alfaro, who 
drafted at Paris the amendment providing for the inclusion 
of the words “in part,” and their reasons, in my opinion, 
were perfectly sound, that it would be impossible to prove 
intent to kill the whole of a large group of people. There- 
fore this provision was put in in Paris after the words “in 
whole” had been in that proposed treaty for several years in 
ill the drafts. No opportunity for study was had, because 
the treaty was signed at that meeting, and that change was 
made there for that purpose. I can see why many people 
did not recognize the difference caused by those words and 
why many people who had formed their opinion with regard 
to this Genocide Convention believed that they were dealing 
only with cases of mass murder instead of dealing with a 


code of criminal law, to become the particular law of every 
state and enforced by that state. 

Mr. Schweppe has also explained the use of the words 
“as such” under which, if you will notice carefully, every 
prosecution, every removal of people, any other acts which 
could constitute genocide behind the Iron Curtain, are now 
defined as enemies of the state. Cardinal Mindzenty is in 
prison because he refused to observe the laws of the state 
with regard to religion, and that is true of all of the acts 
that are now going on. It is easy to see under those words 
why Russia would sign that treaty with only one reservation, 
because none of her acts can be affected by them. 

Now we come to one that there had been practically no 
discussion on, and I would not discuss it today if it weren’t 
for the fact that it is included in our report, and it seems 
to have been in the mind of so many people here yesterday 
and today. 

We admit that Article 8 as drawn is open to the con- 
ventional interpretation that the duty to prevent genocide 
would exist only in the contracting state and not outside of 
it. But we offer for the consideration of this committee the 
question as to the real meaning based upon the history back 
of it and as to whether or not it shall be made plain that 
the only duty of the United States to prevent genocide shall 
be within its own territory. I think it must be made plain 
in order that people, many of whom have sought asylum 
here, telling us the stories that they told this morning, do 
not become imbued with the idea that this treaty imposes 
the obligation on the United States to prevent genocide 
around the world. 

We are told now by the representatives of the Jewish 
World Council that Article 8 means nothing whatsoever, 
that it wasn’t taken seriously, in spite of the fact that they 
have been working on it for two years. 

Thank you very much. 


Does America Need Private Education? 


THE BASE AND BULWARK OF PRIVATE ENTERPRISE 
By VERY REV. PAUL C. REINERT, 8.J., President, Saint Louis University, St. Louis, Mo. 


Delivered at the Te Deum Forum Series, Sioux City, lowa, February 7, 1950, and 
Omaha, Neb., February 8, 1950 


MERICA’S need of private education is another reality 
which (like the existence of hell) should be of con- 
cern to all of us. It’s a vital question today because 

there are now two diametrically opposed answers to the 
question. It is only recently that the true attitude of many 
Americans towards private education has been publicly ex- 
pressed. It first became manifest in connection with the 
decision of the Supreme Court in the McCollum decision 
regarding released time for religious instruction. Then, in 
recent months when the passage of the Barden Bill, propos- 
ing federal aid exclusively to public schools, was forestalled 
by the protests of Catholics as well as non-Catholics, the 
pressure groups in favor of the bill were forced to come out 
into the open and state plainly their fundamental opposition 
to private education. In so many words it was claimed that 
non-public schools are not part of the American democratic 
‘system of education. It’s a fact that tens of thousands of 
adult Americans have come to identify American education 
and even American democracy with the public school system. 
This means that private schools exist by toleration, not by 
right. Today there is a strong lobby in Washington dedi- 
cated to this thinking and its members are endeavoring to 


enlist the support, financial and otherwise, of all the public 
school teachers in this country. If these people are right, 
their logical answer to our question must be: America does 
not need private education. 

That answer is wrong. There is real need in this country 
of systems of education—grade schools, high schools, colleges 
and universities which are under the direct control not of 
the federal or state or city government but which are owned 
and administered by private corporations, churches, philan- 
thropic groups, and other private agencies. In attempting to 
prove that statement let me emphasize at once that I am not 
speaking as a priest, not even as a Catholic, but as an Ameri- 
can citizen. In other words, I am convinced that my answer 
is the right answer for Catholics, for Protestants, for the 
Jewish people, even for those who have no religious affilia- 
tions whatever. Of course, America needs private education 
is the answer that should come from the lips of any Amer- 
ican to whom you might pop the question. 

I should like to outline briefly six arguments, each of 
which is cogent enough to settle the question. Together they 
should convince any American that private education must 
be fostered and protected. First of all, the basic philosophy 
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behind our whole American school system demands the right 
of private education. Suppose that one of you decided to 
become a teacher and in order to prepare yourself to teach 
effectively in an American public school you went to study 
at New York University or Columbia or the University of 
Chicago or Minnesota or California. One of the funda- 
mental thoughts that I am sure would be impressed on you 
no matter where you went would be this: We are living in a 
democracy and therefore our teaching methods must conform 
to democratic beliefs and practices. Each American child 
who comes to school—whether he be a little tot in kinder- 
garten or a lanky high school senior or a smart college fresh- 
man—each student has his own personality. Each has his 
own individual differences, his own special abilities and tal- 
ents. Each student as he grows older has certain goals in 
life, certain ambitions toward which he is striving. It is the 
first duty of any American school to offer all its knowledge, 
facilities, and advice to help that boy or girl develop his 
personality, to bring his abilities into full flower, to guide 
him towards the place in life, the vocation, the objective 
which will best fit his talents, his ambitions, his environment. 
Various schools might express this purpose of American edu- 
cation in different words, but I am willing to wager that no 
professor of education from New York to San Francisco 
will deny that this is a fair, objective statement of what our 
American schools are supposed to be doing. That’s one fact. 

Here’s a second fact. All over America there are children 
whose parents prefer to have their talents and abilities devel- 
oped in a school under private administration. For example, 
there are thousands of parents who, for perfectly legitimate 
reasons, wish their children to be educated at a school that is 
smaller perhaps or a little more specialized than the typical 
public school. According to the basic philosophy of American 
education, a private school that can meet the needs of these 
students should not only be allowed but should be encour- 
aged. Then, too, there are other thousands of tax-paying 
American citizens, Catholics as well as non-Catholics, who 
are of the opinion that their children’s talents and abilities 
will best be trained in an educational atmosphere where 
teaching concerning their religious beliefs are harmonized 
and synchronized with teaching about languages, and history, 
and the sciences. “These parents and their children have the 
sincere conviction that they can best prepare for their work 
in life by an education which synthesizes the whole of know]- 
edge—what we know by our own intelligence, what we 
know from what other men have learned, and what we know 
through the direct teaching of Almighty God Himself. And 
therefore, in perfect accord with basic principles of American 
education, they wish and demand the existence of all types of 
private schools including those under the direct administra- 
tion of the religious authorities who share the same faith. 
John Dewey is no great champion of private education, but 
taking the definition of Dewey himself that education is 
preparation for life, these parents prefer a school which pre- 
pares their child for his complete life—physical, intellectual, 
moral and religious. The first argument of the need of 
private education, therefore, comes right out of the mouth of 
some of its most bitter opponents. American education aims 
at the best development of the student’s individual person- 
ality; but many individual personalities are best developed 
through the medium of private education; therefore, such 
education cannot in justice be denied to those American 
citizens who want it. 

But some may say that this is too vague and theoretical 
an argument. Can we turn to any clear, cold facts in answer- 
ing our question? Yes, of course. For a second argument, 
turn back through the pages of American History for a 
moment. For the first seventy years of our country’s existence 





every school in this la.) was a private school, in fact, most of 
them were under religious auspices. Do we now wish to say 
that all this was a horrible mistake, that we citizens of the 
20th century know better what America stands for than the 
founding fathers themselves? And when 70 years after the 
founding of the republic, the first public schools came inte 
being, no proponent of these public schools ever dreamed 
that this was a movement intended someday completely to 
replace and obliterate all private education. Historically the 
idea that America might fare quite well with only public 
education is a very, very young idea, and those who propose 
it look absurd when they appeal to American history for 
support. 

Then there’s a third extremely cogent argument for the 
need of a vigorous system of private education at all levels 
in this country. It strikes us full in the face when we read 
the history of other countries which for one reason or another 
adopted the policy that only public education would promote 
the best interests of their people. Read what happened in 
pre-war Germany. ‘The Nazi state moved in on private 
education presumably to support it, to improve it, to spread 
its benefits more widely among the citizenry. But in a re- 
markably short time teachers in German schools awoke to 
find that they had lost their academic freedom—they were 
servants, slaves of the state—just ask any of these former 
German professors who are now in this country. Or take a 
look at the educational system in Russia today. Beginning 
by promising to provide the proper amount and kind of edu- 
cation for all Russians, the Communist regime has now 
turned the school, its most powerful ally, into seminaries for 
training younger Communists. But, you say, the public 
school in America is dedicated to liberty and democracy. 
Even so, the danger is exactly the same. If any kind of sub- 
versive movement achieved a substantial political foothold in 
this country, it would make little difference whether such a 
movement was sponsored in the name of democracy instead 
of Nazism or Communism. The results would be exactly 
the same. We would end up in America with the same type 
of school system as that of pre-war Germany and present-day 
Russia—a school system that is a ruthless, anti-religious, un- 
democratic tool for governmental propaganda. 

These last two arguments would not move a person who 
thinks we have nothing to learn from American history or 
who is still isolationist enough not to be impressed by what 
has happened to education in Germany and Russia. Are there 
then any arguments nearer to home, closer to us personally 
in 1950? What would you fathers and mothers think if I 
told you that you were losing one of your most fundamental 
rights? That’s precisely what will happen without private 
education in this country. Almost without exception the 
people who today are advocating exclusive public education 
down deep in their heart deny a principle which is not only 
based on the soundest logic but which was clearly enunciated 
by the Supreme Court in its decision concerning the 1922 
Oregon Act. The Court clearly stated: “The child is not 
the mere creature of the state’; it is the parents, not the 
state, who have both the right and the duty to educate their 
children. Inevitably, it seems, the advocates of exclusive 
public education forget that it is the state’s duty merely to 
cooperate with the family in education; instead, they are 
always urging government to step in and tell parents what 
and how and when and where their children may or may not 
be taught. But as long as private education is conceded the 
right to exist, you parents and your sons and daughters when 
they are heads of future families will not lose this precious 
fundamental right. For your own protection, therefore, re- 
member that private education is the family’s first line of 
defense. 
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Our American democratic philosophy of education demands 

f Qur historical traditions demand it. The 
history of other countries warns us of the dangers of aban- 
doning private education. ‘The basic right of parents to 
educate their children can be protected only if the right of 
private education is recognized. ‘There is still another very 
tangible, practical argument which we might ponder briefly. 
‘This argument hits us in a very vulnerable spot—the pocket 
book. Some time ago I saw some statistics on the Catholic 
school system in the State of Washington. There were 
roughly 25,000 children in the 118 Catholic colleges, high 
schools, and grade schools in that state. The total cost to 
in one year was 2!4 million dollars. Sup- 

pose that all private education were eliminated in that state. 
‘To take over the education of students in Catholic schools 
to say nothing of those in other private schools) it would 

cost the State of Washington not an additional 2% million 


private education. 


educate that group 


dollars, but since the rate at which the state educates pupils 
higher, it would cost an additional four million dollars an- 
nually plus an initial capital expenditure of 12 million dollars 
tor additional school buildings. (America, Dec. 13, 1947.) 
Now, let's apply that to the whole country. The estimated 
cost of Catholic education in the entire country is 200 million 
dollars. ‘The total Catholic school property is worth over a 
billion dollars. Add to this capital and operating costs ot 
non-Catholic private schools throughout the 

It soon becomes clear that from this very practical 
viewpoint alone, America needs private education for finan- 
cial reasons—to stop it would place a burden on the state and 
federal governments that they could never bear. And even if 
they could, where would the necessary teachers come from? 
There is already a serious shortage of teachers—but in the 
case of Catholic schools alone who would replace the 60,000 
nuns teaching in the 8000 Catholic grade schools (2 million 
pupils), the 25,000 nuns and brothers teaching in the 2000 


Catholic high schools, (475,000) and the hundreds of nuns, 


brothers and priests teaching in the 300 Catholic colleges and 


universities? 


thousands of 


country. 


‘The sixth and final argument which I wish to propose 
briefly has been stated most convincingly by Henry Ford II 
(Dec. 48) in his address at the annual dinner of the Yale 
University Alumni. He emphasized this point: “There is no 
substitute for competition. Competition in a world of free- 
dom and opportunity has put the tremendous driving power 
into our national economy and made us strong. It is the 
force of competition which has made our country today the 
hope of the world. ‘herefore,” he said, “I think it is of the 
yreatest importance that independent colleges and universities 
not only survive, but provide the stiffest sort of competition 
for the educational institutions which depend upon taxes. I 
don't think an educational system depending entirely on the 
State with a capital S would be worth what we would pay 
for it. It would suffer from all the faults of every monopoly. 
It would grow fat and unimaginative. It would continually 
take the easy way.’ Mr. lord is here merely echoing what all 
great American educators have always insisted on—that the 
dual system of private and public education was the secret of 
our success in America. Defenders of private education are 
not opposed to the public school system—we want excellent, 
high-grade public schools—but the fact that public schools 
are splendid is due largely to the fact that there has always 
been strong competition from privately-supported schools 
at all levels. This competition has kept all schools on their 
toes; both public and private institutions are better because 
of it. Therefore, for its own strong growth and vigor public 
education needs private education lest it suffer the deteriora- 
tion that comes with monopoly. 


Thus far I have outlined six reasons why the only sensible 





answer to the question does America need private education 
is an affirmative one. | would like to emphasize that through- 
out | was and am speaking of the private or independent 
school regardless of what auspices control it. I could now 
proceed further to give five or ten more arguments why 
Catholics specifically need private education, but I am pur- 
posely omitting altogether any discussion or argument that 
would apply to Catholic education alone. I am trying to 
arrive at the logical stand that all Americans should take on 
this question, regardless of their religious affiliations—a stand 
based entirely on arguments gleaned from logic, history, and 
the laws of this country. And I have a very definite reason 
for making this clearcut distinction between private educa- 
tion in general and education under religious or denomina- 
tional auspices. ‘he reason is this: Today the enemies of all 
private education, those who would put all education un- 
der state and federal control, are confusing the issue by 
dragging in the red herring of the question of separation of 
church and state. They are winning friends for monopolistic 
public education by convincing them that this is a religious 
issue. I submit that the main educational question today is 
not a religious issue—it is a question of legal and civil rights. 
‘The controversy is not between the Supreme Court and Con- 
gress on one side and religious schools particularly the Cath- 
olic school system on the other. No, it is a controversy 
between the advocates of exclusive publicly-controlled gov- 
ernment schools on one side and advocates of the right to 
privately-controlled independent schools on the other. Amer- 
icans must be made to see that the attack therefore is not 
against those who are accused of ignoring the principle of 
separation of church and state; the attack is against our 
fundamental democratic principles, against the very sources 
of the intellectual freedom and the blessings which we enjoy 
as Americans. I hope you see more clearly now why I insisted 
that the answer to our question must be of vital concern to 
all of us. 

We have seen six reasons why America does need private 
education. I should like to conclude by asking a question 
which goes a step further. Will America continue to preserve 
the private education which she needs so badly? That is a 
much more difficult question to answer than the one which 
was the subject of this lecture. 1 am afraid that the answer 
to this latter question is: No—private education will not 
survive in America unless certain extremely radical changes 
take place. 

First of all, private schools will not survive unless we do a 
better job of selling private education to the political, indus- 
trial, and commercial leaders of this country. Isn’t it true 
that most sound-thinking business men fear for the survival 
of private enterprise in this country? They fear the loss of 
private initiative that was once America’s greatest asset; they 
fear the encroachments of the welfare state into our economic 
lite; they fear the submersion of the individual in the wake 
of growing government monopoly. What these men have not 
been made to see is that this attack on private education is 
just another phase of this whole national picture. After all, 
isn’t private enterprise in education the essential base and 
bulwark of private enterprise in business and every other 
phase of American life? We must sit down with these lead- 
ers and discuss frankly and fully with them the role of 
private education in a democratic school system. We must 
show them that when parents no longer have a choice of 
schools, a choice between a strong public school and an equally 
strong private school, they will have lost their freedom in 
education. And if freedom in education goes, how long will 
freedom in business last? I find this line of thought a revela- 
tion to most business men. They have had no direct interest 
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in education ; they have taken it for granted that private edu- 
cation is as secure as it was 100 years ago. Here is the selling 
job that must be done. Proponents of the rights of private 
education must convince our American business men that the 
continuance and development of both private and public 
schools in freedom and for freedom is necessary for the sur- 
vival of our American way of life. 

Secondly, private education will almost certainly disappear 
in America unless it receives much better financial support. 
This is particularly true of private colleges and universities. 
The Association of American Universities recently made a 
study which revealed that the majority of private institutions 
of higher education are going into the red this present year. 
The explanation? Well, tuition fees never pay more than 
about one-half the expenditures of a college or university. 
No student of any school ever paid the full amount of his 
bill, the real cost of his education. The differential between 
tuition and actual cost is greatest of course in professional 
schools. For example, a student will pay somewhere between 
600 and 800 dollars per year in a medical school but the 
actual cost of his training in that year will be at least 2000, 
more likely 2500 dollars. Where is the private school to get 
the other one-half or two-thirds of its expenditures? There 
can be no thought of raising tuition fees. They are already 
so high that many qualified students cannot afford a college 
education. In New York state, for example, over one-half 
of those who graduate in the highest quarter of their school 
class do not go on to college. Tuition income, therefore, is at 
a maximum; support from taxes is out of the question so 
private schools must rely on income from endowment and 
from gifts. Unfortunately, most private colleges have very 
meager endowment. And although in terms of actual dollars 
given to colleges has been slightly greater than it was ten or 
twenty years ago, still inflation and increased operating costs 
have reduced the effectiveness of these gifts to one-half what 
it was before. No wonder an article on this subject in 
Collier’s two weeks ago (Jan. 28) bore this caption—‘‘Are 
We Going to Junk Our Private Colleges?” Private educa- 
tion may die of starvation before its enemies succeed in 
murdering it. 

Even if they should manage to survive, private institutions 
will not long be able to provide strong competition for the 
tax-supported schools whose assured income guarantees higher 
salaries and superior buildings, libraries and laboratories. 
How long can they compete “with tax-supported institutions 
which are able to charge less at the front door because their 
deficits are made up out of taxes at the back door.” (Henry 
Ford, p. 3, 4.) Eventually public institutions will attract 
best faculties and students and thus render private education 
weak and sick and ineffective. America needs private educa- 
tion desperately but to keep it, Americans will have to sup- 

port it far more generously than they are doing at present. 
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Thirdly, private education will eventually wither and die 
unless we unite in a serious, unrelenting fight against the 
spirit of secularism that is sweeping this country. When the 
poison of secularism sinks into a man’s mentality he becomes 
convinced that the only thing we Americans have in common 
is our faith in democracy. All these different religions and 
denominations tend to divide people; religion is divisive— 
democracy unites people. ‘heretore, all our schools should 
teach only the principles of the democratic way of lite. The 
secularist has gone blind to the fact that these democratic 
principles are meaningless unless those who accept them 
believe in God, in the natural law, in the moral code ot 
right and wrong, in the dignity of the human individual. 
No, democracy has become his religion and therefore the only 
true American school is the one which never mentions the 
unmentionables—God and religion. Yes, it is the secularist 
who is fighting for monopolistic public education today, and 
unless we do something positively and soon to stem the wave 
ot secularism in this country, one of its victims will be 
private independent education. 

My answer then and | hope yours is: America needs 
private education desperately. She needs it because it is 
demanded by our American philosophy of education, by our 
own historical traditions, and by the history of schools in 
Germany and Russia. Moreover, your rights as parents 
demand private education. Even for financial reasons private 
schools are imperative. Finally they are necessary to maintain 
the good of competition which is so essential for progress in 
both public and private education. Practically here in Sioux 
City, that means that America needs not merely the public 
but also the private and parochial grade and high schools of 
this city; she needs not merely the University of lowa but 
Briarcliff College and Drake and all the private, independent 
colleges of this area. But to keep these private institutions 
not only alive but strong and thriving, you citizens of this 
area will have to convince the influential leaders of this 
community that they and you must fight together for the 
survival of private education as part of the nation-wide 
battle for the human rights of the individual American 
citizen; you will have to increase the financial support that 
all private institutions need so badly; and you will have to 
take a courageous stand against the spirit of secularism and 
Godlessness that is engulfing us today. 

Let me end with the words of an educator who clearly 
understands the problem we have been discussing: “What 
American education needs most of all today is a return to 
the lost frontier—the frontier where time and eternity meet. 
The Founding Fathers of our nation believed in God. Life 
as it unfolded was like a journey towards some ultimate 
frontier beyond which God waited. They wanted schools 
because schools were necessary for religion and morality. 
The American school system was originally Christian.” May 
it never turn its back on that glorious heritage. 


By MORSE DELL PLAIN, President, Wellshach Corp., Philadelphia, Pa. 


ANY of you will say, before I get through tonight, 
that I have been making a political speech. May 


be so, but I can assure you it is not intended to be 
a partisan one. What | have to say to you tonight has no- 


thing to do with whether you are a Democrat or a Republi- 
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can. It concerns you as a patriotic American true to the 
best traditions of our country. 

Frankly, | am very much disturbed at the turn things are 
taking. 1 am not temperamentally an alarmist, but when | 
see what appears to be a complete lack of concern on the 
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the abandonment of some of our 
dearest traditions | can't help but feel concerned, so much 
so, in fact, that I think everyone of us should become exer- 
cised and yet out and do something about it. 

Don’t misunderstand me; I fully recognize that we are 
at present enjoying a period of apparent prosperity and we 
shall probably be feeling pretty happy for some time to come, 
hut, in my honest opinion, we are living in a fool’s paradise, 
just as so many were in the 1920's. 

‘The play is the same, but the scenery and the actors hap- 
pen to be different. “The climax will undoubtedly be similar 
but, unfortunately, far more ‘This time govern- 
mental, rather than private policies will have been respon- 
‘ible. Government, being in control, will try to save the 
day by allowing for the further inflation of our currency, 
and the innocent, the conservative, and the thrifty will suffer 
along with all the rest. Government can and will prevent 
the immediate disastrous consequences, but only by imposing 
controls which means the sacrifice of our individual rights 
and treedom. ‘The situation can then be saved permanently 

by resort to some form of governmental authority com- 
pletely abhorent to the American way of life. It will be too 
late then to retrieve the precious thing we shall have lost. 

According to the ofhcial charts, there has been a 40% rise 
in the cost of living in the past five years; that’s inflation. 
For most of us, that means that every dollar we have in life 
insurance, savings accounts, bonds of any kind, including 


U.S. bonds, is worth that much less than it was five years 


part of the masses over 


serious. 


1. 
Onis 


avo 

On August 31 of this year, the government had in its 
possession $2,630,000,000 in farm commodities which it had 
taken off the farmers’ hands and was holding in storage, the 
net effect being to keep consumers’ prices for this class of 
commodities up. Apparently, realizing that the man on the 
street will not be able to recognize any soundness in such a 
program, they now propose to fix it so that the farmers may 
sell their commodities on the open market at current prices, 
but the government will make up the loss to the farmer by 
collecting the difference from you, the consumer, in taxes— 
hidden, it possible. Just more double talk and legerdemain. 

The idea is, it you, the consumer, pay it in taxes, you 
don't know you are paying the higher price for the foodstuff. 

| was discussing some of these points with a comparatively 
intellivent the other day and he said, ‘‘Well, at 
any rate, the price of U.S. bonds didn’t go down after 
this the did after the first World War.” I 
replied, “What do you mean, didn’t go down? What you 
have invested in U.S. bonds today is worth fully a third 
less in real goods than it was five years ago.” As I recall 
it, Liberty bonds didn’t get below 85° of par after the first 
World War. 


Don’t let anybody te 


person 


war way it 


11 you that such things only concern 


the rich, or the business man, or the financier. A sound 
currency and an honest policy in the handling of our federal 
monetary attairs are of vital 
this great country. 


concern to every citizen of 

A controversy is raging right now behind the scenes in 
Washington between the so-called Liberals and those who 
believe that this country has grown economically great by 
adhering to sound principles in government as they con- 
cern business and finance. Politically wise people have been 
infiltrating both the Democractic and Republican parties, 
presenting a full Socialist program under other names. 
Others, primarily politicians who could do something about 
it, sensing the apathetic attitude of the folks back home, 
do not have the intestinal fortitude to do anything but follow 
the path of least resistance. ‘hese folk are calling them- 
selves Liberals, but that is a misnomer. The only thing 


liberal about them is the Liberal way they spend other 





people’s money. I call myself a Liberal in that I believe in 
a government that keeps in mind at all times the true wel- 
fare of all its citizens, without sacrificing their personal 
freedom and those principles which we have always held 
so dear. 

A business, such as ours, when it needs additional capital 
with which to expand or purchase new or improved equip- 
ment will either borrow from its bank or issue securities 
which it sells to the public and are purchased by the public 
out of savings which they may have accumulated over the 
years, or, sometimes the company uses some of its own 
profits for this purpose. 

This last source of new capital has practically disappeared, 
as the government absorbs such a high percentage of the 
profits by its tax levies. The other sources have also dried 
up for the same reason. These high income taxes on cor- 
porations have so curtailed the profit to the investor that it 
has greatly reduced the incentive for individuals to invest. 
The private investor now says, “Why take any chances; 
as long as I have little chance of making a substantial 
return, I’ll put my money in securities which carry little 
or no risk.” 

For the above reason and several others which I shall 
not take time to recite, there have been conferences going 
on with legislators looking towards the improving of the 
“investment climate,” as it is called. For example: Under 
the present taxing laws, a corporation pays an income tax 
on its earnings, and the stockholder also pays an income tax 
on the portion of these same earnings which he receives in 
the form of dividends from the corporation. This means 
two income taxes on the same earnings. An effort is being 
made to correct this unfair provision of the tax laws. 

These Liberals are saying “No” to such a suggestion. 
They say that the present system of raising capital is all 
wrong; that a company should get its capital by borrowing 
it from the government, the government to raise this money 
by keeping all taxes high. In that way, they say, the govern- 
ment can manage our economy and prevent depressions and 
reduce prices by encouraging the formation of new corpora- 
tions to compete with the older ones. The real point they 
have in mind, however, is that this gives the government the 
right to control every activity of these corporations, both 
old and new. 

It will be nice to have to go to Washington whenever we 
want to do anything. Whatever the party in power, we 
we will have to see this or that bureau in order to get the 
rights that we are legitimately entitled to. This will mean 
the end of real enterprise in this country, and with the 
end of the spirit of enterprise will soon come the end of 
our individual freedom, yours and mine. 

And don’t think I am exaggerating the situation one bit. 
That situation exists to some extent already. However, 
and very fortunately, we are still able to do it the hard 
way and preserve our individual self-respect, but if these 
Liberals have their way, it soon will be compulsory to 
knuckle down to some bureaucrat, whether we are willing 
to or not. 

Here’s an example of what happens when the govern- 
ment has a hand in managing private corporations. During 
the war, Kaiser and Reynolds developed some aluminum 
plants and borrowed the money from the government to 
do it. Under the stress of war, they were able to negotiate 
favorable terms, including the obtaining of options from 
the government to purchase these plants after the war. 
Now they are exercising these options, but paying for the 
plants in part with aluminum, which the government is 
stockpiling at the present time as part of the defense pro- 
gram. I'll grant that the exigencies of war sometimes re- 
quire the adoption of radical measures, but this does not 
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mean that we should continue them in peace time. 

Compare that with the experience of the Kitson Division 
during the war. As you know, in order to fill a substantial 
contract for bronze castings which we negotiated with the 
Navy Department long before Pearl Harbor, we revamped 
and improved our foundry at a substantial investment cost 
to ourselves. We could have borrowed the money from the 
government had we wanted to go to Washington and invite 
the government to come in and help manage our business. 
We didn’t want to do this, if for no other reason than we 
considered it our patriotic duty to manage our business in 
behalf of the war effort, which management includes the 
making of the necessary financial arrangements, along with 
all other factors. In any event, today, we have no bureau- 
crat looking over our shoulder every minute to see that we 
are conducting our business to suit his fancy, and here’s 
hoping we never shall. 

Incidentally, the Aluminum Co. of America also expanded 
its facilities during the war, but, unlike Kaiser and Reynolds, 
it is taking over these facilities now from the government 
on a cash basis and not by part payment in merchandise. It 
has no stockpiling orders. 

Now you may feel that such things do not concern you. 
This particular incident may not concern you, but indirectly 
it does most decidedly. Consider the precedents which are 
being established and what this psychology may lead to. 
Every time an idea of this kind takes root, we may expect 
a new one to spring up which may effect us more directly 
and eventually we find all of our personal rights taken away 
from us. 

Mind you, these so-called Liberals will deny any intent 
to deprive our people of their individual liberties, and I 
believe most of them are sincere in this denial, but they fail 
to realize that the measures they advocate trend more and 
more in that very direction. 

Very few of the folks who backed the NRA back in the 
1930’s realized the implications of that program. Fortu- 
nately, there were some folks sensitive enough to these en- 
croachments on their individual rights to carry the matter 
through the courts and finally to the Supreme Court, where 
the measure was declared unconstitutional. Those Supreme 
Court justices knew the evil implications contained in that 
law. It may have seemed a good expedient at the time, but 
the justices were wise enough to see in it a very dangerous 
precedent. Allowing it to be considered valid opened the 
door to all sorts of laws through which a less conscientious 
administration might take undue liberties with the rights 
of the individual. Let us hope that our Supreme Court will 
always be gifted with such far-sighted vision. 

Some folks look upon the present situation as the will of 
the majority, and assume that it must be right, on the 
theory that as long as the majority want it that way it must 
be the right way. That does not necessarily follow. ‘Too 
many of us are ruled at times by our emotions, rather than 
by our brains. A certain amount of trial and error is not 
a bad thing, but this time we are dealing with the matter 
of individual rights, which once lost are extremely difficult 
to regain. 

And the way these left-wing theorists throw their high 
sounding slogans around to stir up class hatred and create 
mass emotionalism might be considered funny if it were not 
so serious. 

As one writer puts it: 


“If a citizen disagrees with the wisdom of social or 
economic legislation which happens to be popular at the 
moment, he is a reactionary.” 

“When a corporate executive tries to ward off un- 
friendly Federal legislation, he is a lobbyist—but when 
the Government throws its propaganda weight around to 


foster a particular endeavor, such as socialized medicine, 

subsidized housing, or tax-free power projects, it is merely 

‘marshalling public opinion.’’ 

“When Maine potato growers, Alabama cotton planters 
or Nevada silver miners want higher prices for their prod- 
ucts, they are merely seeking ‘social justice.’ But when 
a landlord wants a higher rent, or an oil company a better 
price for crude oil, or a stockholder a higher dividend, 
they are ‘greedv capitalists.’ ” 

“But when the Federal Government spends more than 
its income,” “it is no longer engaging in ‘deficit financing’ 
—it is promoting an ‘expanding economy.’ ’ 

Following the days of Hitler, the art of propaganda has 
so greatly developed that it is now being used to an extent 
and in a way that is positively dangerous to the people's 
real welfare. It has become so that almost any idea can be 
sold to the people, if enough steam can be fed into the 
propaganda machine. Our emotions are appealed to in such 
a way that our judgment seldom has a chance to assert itself. 
This is especially dangerous under a political system like 
ours where every vote can be made to count, regardless of 
how little thought there is back of it. That is why it is so 
important that we Americans should weigh things well be- 
fore acting. Our freedom insures us the right to make our 
own decisions, but let us make sure that we do not lose this 
freedom through allowing undue influence to cause us to 
make snap decisions or take ill-considered action. Our indi- 
vidual responsibility has increased a hundred-fold with the 
improvements which Education and Science have handed us. 

It overwhelms me when | consider the things that we can 
let our country in for through thoughtlessness. We our- 
selves may never live to see the consequences, but our chil- 
dren and children’s children will reap the whirlwind of our 
national extravagance and unsound legislation. 

I am not alone in my concern as to the way things are 
going. Here is what the Honorable James I. Byrnes, former 
Associate Justice of the Supreme Court, a former Secretary 
of State for Mr. Truman, and a very important factor in 
the Roosevelt Administration, has to say: 

“Our first line of defense is not the Elbe or the Rhine; 
it is a sound, solvent American And that 
economy is now threatened.” 

“Too many people are thinking of security instead of 
opportunity. They seem more afraid of life than of 
death.” 

“We cannot defeat communism by embracing socialism, 
which is but a step toward communism. No great number 
of Americans will make the jump from free enterprise to 
communism. ‘They can more easily be led over a bridge 
of socialism into a police station.” 

“When we see the states of Western Europe and Great 
Britain, which have embraced socialism, unable to stand 
on their own feet and the very existence of their govern- 
ments dependent upon the taxpayers of the United States, 
it would seem prudent for us to hold fast to our system 
of government . and put our financial house in order. 
Instead of that, we are threatened with the concentration 
in Washington of the powers of local government, includ- 
ing police powers, and with the imposition of creeping, 
but ever-advancing, socialistic programs. ... If we 
stumble there is no lend-lease or Marshall aid for us.”* 
And he sums it all up by saying that present ge. ernmental 

policies simply mean that “the children of this day will be 
forced to pay for the folly of their fathers.” 

General Eisenhower had this to say in a recent Labor Day 
speech: (I wish time permitted my quoting his entire speech. 
It is a masterpiece. ) 


economy. 


* Vital Speeches, Vol. 16, No. 4, Page 98. 
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‘Every gathering of Americans—whether a few on the 
porch of a crossroads store or massed thousands in a great 
stadium—is the possessor of a potentially immeasurable 
nfluence on the future.” 

“Readiness to air a grievance, to propose a remedy, to 
argue the pros and cons of a plan, is an enduring—and 
priceless—American trait.” 

“There who build out of catch-words and 
fallacies a testament of inescapable conflict within our 
economy. Should misguided or vicious persons gull us into 
acceptance of this false dogma, the fault—criminal and 
stupid as it is—will be our own.” 


are some 


“Extremists hope that we lack the stubborn courage, 
the stamina and the intelligent faith required to sustain 
the progress of the attack. By appeals to immediate and 
specialized selfish advantage, they would blind us to the 
enduring truth that no part of our society may prosper 
permanently except as the whole of America will prosper. 
They use the cloying effect of subsidy as well as the 
illusory promise of an unearned and indolent existence 
to win our acceptance of their direction over our lives. 
‘They believe that the intricate interdependencies of our 
highly industrialized economy will drive us to desert prin- 
ciples in favor of expediencies—particularly the expedi- 
ency of governmental intervention.’’** 

When two outstanding citizens like these speak out in 
this way, we can rest assured it is time for all of us to stop, 
look, and listen. But what are we to think when some ot 
the very students for whom the General is now the Com- 
manding Officer vociferously take exception to this solemn 
warning and question the soundness of the principles he 
expounds ? 

| presume you are saying to yourselves by now, “Why is 

these things? What can we do about them? 
We don’t know anything about such matters. He should 
be talking to the folks in Washington.” That’s true, and they 
ire being talked to by persons tar more competent than I, 
but it isn’t going to do much good unless the folks in Wash- 
find that such people as yourselves are also 
interested in what is going on, and that you do not approve 
of these things that are being pushed through under the 
of welfare legislation. A certain element in political 
circles is always ready to take advantage of a period of dif- 
ferences of opinion on such matters, or total indifference, 
to railroad pet theories into being. 


he te ling us 


invgton out 


wus 
use 


It is essential, if such things are to be stopped ; if we 

are to return to first principles in government; if we are to 
keep government the servant of the people, instead of the 
master; if we are to get any measure of economy in the gov- 
ernment spending; if we are to eliminate waste and inefh- 
ciency, we, you and I, must do something about it. 
* And to do something about them, we should first think 
seriously about these things ourselves and get them clearly 
in our own minds; then talk them over with our friends and 
neighbors; then write to our friends in other parts of the 
country and get them exercised about them; and _ finally 
write to whomever we may happen to know in the legislative 
halls in Washington, or if we don’t know them personally, 
write to the United States Senators from Pennsylvania, or 
New Jersey, as the case may be, and the Congressmen from 
your own districts, and tell them specifically that you are 
expecting them to keep uppermost in mind the welfare of 
the whole country, not just that of an aggressive minority, 
and that means getting back to the fundamentals that have 
made this country great, not a lot of things that mean simply 
the wild spending ot money and the mortgaging of the 
well-being of future generations. 


** Vital Speeches, Vol. 15, No. 23, Page 708 


You have to let them know in no uncertain terms that 
you feel just this way about things and are going to hold 
them strictly accountable. Unfortunately, just now, there 
is a very large element of the voting population that really 
think this spending program is the proper thing and they 
are letting themselves be heard. It’s going to take a lot of 
intensive work to offset this vociferous minority. I am sure 
it is a minority for, after all, I have an abiding faith in the 
inherent common sense of the average American. Unfor- 
tunately, there is too much of a feeling in the rank and file 
that it does no good to try to change the trend. Let it run 
itself out, some say, and it will correct itself. Don’t let us 
fool ourselves, folks. Such things do not correct themselves; 
there are too many interested people who thrive on the way 
things are going and before we know it, it will be too late 
to fix anything. 


‘To really get results in any action we as individuals may 
decide to take, we should concentrate on one or two out- 
standing issues. We should not waste our ammunition by 
scattering our shots. 

Economy in government and deficit spending make very 
effective subjects on which to concentrate. In my opinion, 
those are the really vital issues at the moment. Disregard 
of these two matters is leading us down a road to economic 
disaster, even if, at the moment, we can’t all see it that way. 
In our own private affairs, we know that we cannot spend 
more than we take in without facing a day of reckoning. 
Some years we may encounter emergency conditions, such 
as sickness, or other family difficulties, and we have to bor- 
row to help bridge the gap, but just because we managed 
to do that successfully in an emergency is no reason why we 
should keep on doing it just to provide ourselves with lux- 
uries. That’s just plain common sense. 

Well, the same rules hold good in public life regardless 
of what others may tell you. Deficit financing by our Fed- 
eral Government really means that we are borrowing from 
our neighbors, not from ourselves, as others would have us 
believe, and if we are honorable people we have to figure on 
paying it back. Let me quote from an authority: 


“IL place economy among the first and most important 
virtues and public debts as the greatest of dangers to be 
feared. ‘lo preserve our independence, we must not let 
our leaders load us with perpetual debt. We must make 
our choice between economy and liberty, or profusion and 
servitude. ‘he same prudence which in private life would 
forbid our paying our money for unexplained projects for- 
bids it in disposition of public money. We are endeavoring 
to reduce the government to the practice of rigid economy, 
to avoid burdening the people and arming the magistrate 
with a patronage of money which might be used to cor- 
rupt the principles of Government.” 


Now, who could have said that? Some “tree-sitter or 
hitching-post devotee’’ like Herbert Hoover, or Robert Mc- 
Cormick, or Bob Taft, or Harry Byrd, I suppose. No, 
none of these. Those happen to be the words of no less a 
patriot and far-sighted Statesman than ‘Thomas Jefferson 
himself. A sound public administrator, if ever there was 
one, and what he said over a century and a half ago is just 
as true today as it was then. With such a theme and on 
such good authority, this small group in this room could by 
intensive and concerted action change the whole complexion 
of things. 

I am and always have been a great believer in the political 
power of women. You mothers are in an enviable position 
to mold the thinking of your children. I so well remember 
what a wonderful influence my own mother was in develop- 
ing my economic thinking. She made it her business not 
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only to see to my physical well-being, but she seized every 
opportunity to instill in me a reverence for our form of 
Government and impress upon me my individual responsi- 
bility for its preservation. 

Every true American mother has the future of her chil- 


dren foremost in her thought. She daily watches every 
minute detail of her child’s well-being. Should the slightest 
physical defect appear, she will not rest until something is 
done about it. Shoud her child be threatened with any or- 
ganic ailment, she'll sacrifice herself to the utmost to see 
that the child gets proper medical treatment. 

Well, here we are faced with something almost as serious 
—our children’s social, economic, and political future well- 
being. Is he or she to have the same kind of a country to 
live in, or are they to live in a country which, due to our 
inexcusable neglect, has deteriorated into a country with a 
regimented economy, where the incentive to advancement has 
been reduced to a point where no one cares to be anyth'ng 
but a servant to a governmental master? ‘That's exactly 
what will happen if we do not stop the undermining of the 
national economy that is now going on. 

Incidentally, back in 1917 and 1918, I was one who cam- 
paigned actively for woman suffrage. Finally, in August 
1920, the 19th Amendment became effective. Do you know 
that beginning with the very next Presidential election the 
percentage of non-voters to the potential vote increased from 


an average of approximately 12% to over 35%? In the 





1948 election, the percentage grew to almost 50%. This 
would indicate to me that woman suffrage has not helped; 
as a matter of fact, it appears to have made it substantially 
worse. We should do something about that, too. 

Let me close by giving you a specific constructive thing 
each of us can do in this battle. 

The Honorable Harry F. Byrd, United States Senator 
from Virginia, an outstanding Democrat, is doing a yeoman’'s 
job in promoting economy in government and condemning 
deficit spending by the Federal Government. He deserves 
the active support of every patriotic citizen. You would be 
surprised to see, as 1 have, the mass of material which he 
has accumulated single handed, in his desire to lay the finan 
cial facts before his colleagues in the Senate. It would seem 
at present as though his was a voice crying in the wilderness, 
Lut he seems to have the courage of his convictions and, in 
spite of the strenuous opposition he faces, is keeping up the 
fight. More power to him! 

I suggest that each of us write him a letter of encourage- 
ment. Phrase it in your own words; even a postcard will do. 
If possible, send a copy to your own Senators and Congress 
men. I know it will help Harry Byrd’s morale greatly, and 
he deserves every bit of encouragement he can get. 

Don’t allow yourself to feel that your voice is too weak 
to count. Every friendly gesture from the folks back home, 
no matter how slight, will help Senator Byrd in his fight 
for sound government. 


National Crime Syndicates 


COORDINATION OF LOCAL, STATE AND FEDERAL LAW ENFORCEMENT IMPERATIVE 
By DELESSEPS S. MORRISON, Mayor of New Orleans, La. 
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Y name is deLesseps S. Morrison. I am the mayor 
of the City of New Orleans and the immediate past 
president of the American Municipal Association, 

whose viewpoint and recommendations | have been asked to 
present here today. The AMA speaks directly and indirectly 
for 10,152 towns and cities of America. 


On September 20, 1949, our Association addressed to 
Attorney General McGrath a letter expressing concern over 
the growing menace of organized nationwide gambling syn- 
dicates. We proposed federal government coordination and 
cooperation with local agencies in coping with this problem. 


This conference is an unprecedented and significant mile- 
stone in the history of crime-fighting in the United States. 
Certainly it marks the first coordinated step to be taken by 
the Federal government in recognition of the growing power 
of organized crime syndicates in our country. 


On behalf of the American Municipal Association, I 
should like to express our genuine appreciation to Attorney 
General McGrath for his interest and initiative in calling 
this meeting. And to President Truman, certainly, for his 
presence and expression of interest and cooperation. Both 
the conference and the stature of the participants offer the 
greatest encouragement to public officials and civic-minded 
citizens who are sincerely concerned with the problem and 
who believe that an immediate, strong and effective plan of 
coordinated action is necessary. 

Before going further I would like to make plain and 
clear two important points. We of the AMA recognize 
fully the responsibilities and duties of local officials for local 


law enforcement. We do not ask the federal government to 
take over this taskk—nor do we condone the failure of indif- 
ferent or inethcient local officials to work for enforcement in 
their communities. 

But we do say, however, that when local officials wage 
war on nationally organized underworld elements whose 
supply lines, communications, and genera! operations cut 
across municipal, county, state and even national lines— 
then this problem is no longer a local one to be handled 
solely by local officials whose jurisdiction and information 
is so limited. 

Secondly, I would like to say that we do not pretend to be 
experts on this subject. There are many gaps in the in- 
formation available to us and to the other municipal officials 
present—gaps which we hope will be corrected to some 
extent by this conference. 

For instance, the federal government agencies have an 
extensive data on nationwide operations of racing wire 
services, the slot machine syndicates, and allied activities. 
Yet much of this is not available to municipal officials, and 
some not even available to other U. S. departments. 

A few days ago we learned of an extensive report on 
racing wire services compiled several years ago by the FBI. 
Yet, when our police superintendent asked for a copy he 
was told that none was available in New Orleans. And. 
even if there were, the FBI said, it could not permit us to 
see such a confidential document. 

There is an urgent need now of central coordination for 
such information among federal departments, making same 
available to law enforcement agencies of the cities and states. 
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We do not have the whole picture—but each of us present 
—and hundreds of other mayors, public officials and crime 
commissions in various states—have seen small segments of 
this national scene of organized interstate crime. “These 
pieces fit together in a pattern of mounting evidence con- 
cerning several highly organized gambling and racketeering 
syndicates whose wealth, power, scope of operations and in- 
fluence has recently grown to gigantic and alarming pro- 
portions. It is an ugly, vicious, un-American picture of 
systematic law violation, huge profits, corruption of public 
officials who can be bought—and operations outside the juris- 
diction of those who cannot be purchased. 

According to our information, there are two major crimi- 
nal syndicates operating in America today. One controls 
the large slot machine industry and engages in allied gam- 
bling rackets; the other dominates the racing wire service. 
On the basis of checkable information, these activities are 
the largest steady sources of income in the underworld. 

Their shrewd and efficient overlords have adopted the 
techniques and methods of business. They operate in a loose 
confederation of mutual respect, cooperation, allocated terri- 
tories and huge profits. 

Here are the most conservative figures on these operations. 

The annual slot machine take in the United States is 
estimated by the best authorities from $1 billion to $2 billion 
a year. This figure is based on the fact that 105,000 gaming 
machines, mostly one-armed bandits, were registered in 1949 
with the Bureau of Internal Revenue. The total number 
operating is considered double or triple that figure. ‘The 
average net take of each machine is $10 to $15 a day. 

The principal racing wire service in the country is Conti- 
nental Press Service which is the key to the multi-billion 
dollar betting business. Its 16 thousand miles of leased wire 
service over 300 key handbook areas. It is difficult to pin 
down the annual take of this industry but the best estimates 
put it at double or treble the volume of pari mutuel betting 
at legalized race tracks—or from $3 to $8 billion per year. 

‘There is an abundant fund of facts which point to control 
of this wire service by the old Capone gang. Although the 
wire service has been domiciled in Cleveland since its late 
operator James M. Ragan was killed, the Chicago Crime 
Commission and other sources believe that Continental is 
dominated by the Chicago underworld interests. 

We have good reasons to believe that the slot machine 
syndicate is controlled by Frank Costello. The shy and re- 
tiring czar of the slot machine racket always understates 
his interest in rackets and government in his public denials 
of the facts about his potency and influence. 

The numerous case records of his interstate operations 
could take our entire day. For the record I will briefly 
sketch a well documented case and the one with which I 
aim most familiar—the Costello, syndicate operations in 
Louisiana. 

According to his own federal grand jury testimony some 
years ago, Costello moved his New York slot machine oper- 
ations to New Orleans in 1936. He said that he sent down 
Dandy Phil Kastel, ex-convict and one time associate of 
Arnold Rothstein, to incorporate and run the _ business. 
Today he lives and operates in Jefferson parish above New 
Orleans beyond our jurisdiction. 

Kastel first formed the Bayou Novelty Company which 
later became the Pelican Novelty Company, and which today 
is the Louisiana Mint Company, to handle the distribution 
of slot machines and other coin devices. 

From 1936 until 1946 the Costello-Kastel interests oper- 
ated in New Orleans under an exclusive monopoly. 

Some idea of their profits may be seen in the figures 
revealed during the income tax evasion trial of Costello, 
Kastel and five associates in the New Orleans federal court 
in 1939. The government charged that they had conspired 





to evade payment of about $500 thousand taxes on income 
approaching $3 million from their New Orleans slot ma- 
chine business in 1936-37. That was before they installed 
their maximum amount of 5,500 slot machines in New 
Orleans. We have no figures on their take between 1937 
and 1946, but at $10 to $15 a day per machine it must 
have been enormous. 

With the election of the present city administration in 
1946 the syndicate retreated across the parish line. No slot 
machines have operated in New Orleans since that time. 

One day in 1947 our police superintendent learned of a 
cache of new slot machines stored in New Orleans for 
shipment to nearby distribution points. Police raided the 
place and destroyed 390. Kastel, as an owner of Louisiana 
Mint Company, promptly filed a suit against us for $117 
thousand. Listed in the suit as Company Manager was 
Dudley Geigerman, brother-in-law of Frank Costello. 

Their suit was dismissed, but the Louisiana Mint Com- 
pany continues to thrive and prosper outside of New Or- 
leans. They own most of the 8 thousand gambling devices 
for which the Bureau of Internal Revenue issued $100 tax 
stamps in Louisiana last year. , 

Meanwhile, Kastel was following another of the syn- 
dicate’s recognized techniques—that of entering into allied 
businesses. This syndicate built the Beverly Club in Jeffer- 
son Parish, Louisiana, a luxury gambling house. Its charter, 
copy of which is attached, shows its registered agents to be 
Phil Kastel and Carlos Marcello. The latter is a local ex- 
convict and syndicate man. In addition to operating the 
Beverly Club, this group finances bar and tavern proprietors 
at lower interest rates than the banks charge—with the 
understanding, of course, that these places must install their 
machines. 

The Continental Wire Service, as already noted, does not 
come into New Orleans. Its leased Western Union wires 
do service their Louisiana distributor at several points just 
above and below our city. Through batteries of telephone 
relays they service handbooks below and above our city 
limits. Despite the continuing enforcement efforts of our 
police there are still sporadic bookie operations in our city. 
But the lack of direct wire service and our insistence that 
the telephone company pull out telephone lines of all raided 
establishments has held these operations down to a minimum. 

To our knowledge, the Costello Syndicate and the wire 
service heads today are not personally violating any munici- 
pal or state law in New Orleans. But they are doing it 
all around us. And they are causing the law to be violated 
in our city. 

Major Bowron of Los Angeles and the California Crime 
Commission headed by Admiral Standley have called at- 
tention to similar situations in the Far West. The Citizens 
Crime Commissions of Chicago and Greater Miami have 
compiled almost identical facts. So has the Massachusetts 
Crime Commission. Others present, including Mayor Darst 
of St. Louis and Mayor Cobo, of Detroit have similar cor- 
roboration. 


Mayor Dorothy Lee of Portland, Oregon has publicly 
stated: 

“Seven weeks after my election, slot machine operators 
sought to organize in Portland and at the same time get 
me out of office.” 

Municipal officials everywhere will tell you that in in- 
vestigations of local criminals we continually run_ into 
frustrating blind alleys and dead ends—and the trail often 
winds out of the local jurisdiction over a city, county or 
state line. 

Does all this not point up the very vital fact that the 
great need is not to get at the small fry, but the absentee 
syndicate bosses who direct the financing, supplying, strategy 
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and rapid movement of law breakers back and forth across 
the country? All states and cities are not yet infected, but 
no state or community is immune from invasion. 

It should also be made a part of this record that for 
several years the U. S. Immigration and Naturalization 
Department has had complaints in its files that Costello 
committed perjury in swearing to his final citizenship papers 
in 1926. When he swore that he was not in violation of 
any U. S. laws, it is our understanding that he was at that 
time the nation’s top-ranking rum runner. 

The American Municipal Association proposes to attack 
the problem on three levels: at home, within the states, and 
through joint efforts of city, state and federal governments. 
In presenting our recommendations, I wish to make three 
preliminary comments. 

The first goal of the AMA is to assure the basic honesty 
and integrity of municipal officials, so they will deserve the 
respect of the people. One of our major efforts will be to 
strengthen the backs of those municipal officials who have 
the courage to uphold the law. 

Here questions of state laws arise—laws designated to 
protect individuals and free enterprise from undue govern- 
mental interference—but laws whose loopholes have been 
exploited for years by high priced legal talent defending 
illegal operators. The Attorney Generals are the most com- 
petent authorities to go into this point. Then there are 
Federal-city problems. 

I should like here to express the admiration and implicit 
confidence of municipal officials in the law enforcement 
agencies of the Federal government. We believe that they 
are doing the best possible job under conditions laid down 
by Congress and within the limits of their budgets. 

Insofar as permissible, there exists today excellent team- 
work between local and Federal enforcement agencies. 
Many of the best city police are graduates of the FBI 
academy, or have served actively with the bureau—and this 
suggests a further expansion of this type of training. 

Wise legislation in the recent past has extended the 
jurisdiction of the Federal authorities so that they may assist 
local police in combatting crime. For example, kidnapping, 
bank holdups, interstate transportation of stolen cars. No 
responsible persons would consider this a usurpation of local 
power. 

If the Federal government can invoke its powers against 
those who use its mails to defraud, does it not follow logi- 
cally that similar powers should be invoked against those 
who use interstate shipments and communications against 
the public interests. 

Today it is a federal offense to traffic in prostitution across 
state lines, but responsibility for suppressing prostitution 
remains local. Similarly, unauthorized possession of narcotics 
is a Federal offense, but the local war against the dope 
trafic goes on strong as ever. 

This all adds up to the fact that the last major area of 
big profits from illegal enterprise in which the jurisdiction 
of the Federal government has not been extended is that 
of interstate gambling operations that violate the laws of 
46 states. 

Here is where Federal action truly seems to be indicated 
—not to centralize police power—but to move into a field 
that needs its help. 

We must conclude that for the world’s best investigators 
to materially help us in this problem there must be new 
legislation to extend their jurisdiction and fill in the gap 
that now exists. 

We know, too, the political power of the underworld lies 
primarily in its financial strength. And its financial strength 
stems largely from the syndicate operation of slot machines 
and the control of racing and sports pool news. 

The key objective before us is an attack on the supply 








lines and income of organized gambling as a nation-wide 
industry. 

Today the records of any Collector of Internal Revenue 
will tell you who has bought gaming tax stamps and where 
the business is situated. We believe that it would be equally 
valuable to know who owns the machines as well as those 
in whose place of business they are installed. 

Finally, if we can deport those who have fraudulently 
obtained their priceless American citizenship, we will rid 
the country of undesirable elements who are a menace to 
American democracy and our way of life. 

Consequently, the American Municipal Association pro- 
poses and will actively support these concrete recommenda- 
tions: 

1. Development of a coordinated master plan of action 
on the whole system of nationwide rackets by Federal, state, 
local governments and citizens’ groups. The Attorney Gen- 
eral for the United States should be coordinator for the 
entire effort. 

In that connection, it would be of tremendous help if 
we could receive a confidential quarterly or semi-annual 
report from the Attorney-General, correlating all available 
data—giving municipal officials a continuing, complete pic- 
ture which cities do not have the facilities or jurisdiction 
to obtain ourselves. 

2. Support of the Kefauver bill to investigate the entire 
problem of interstate gambling rackets and allied operations. 
A Senate investigation that can call witnesses and make 
them tell the truth under threat of perjury indictments is 
the only way some of these “dead ends” can be routed out. 

3. Legislation to outlaw dissemination of race results 
across state lines by telegraph, telephone or radio for illegal 
gambling purposes. Such a law would not be designed to 
prohibit dissemination of sports information through the 
generally accepted press associations and newspapers. 

4. Legislation to prohibit the interstate shipment of slot 
machines, other gambling devices, and their parts; requiring 
Federal registration of all such machines sold within states, 
and prohibiting foreign export of such devices. The Preston 
bill to prohibit shipment of gambling devices in interstate 
or foreign commerce and which has been endorsed in prin- 
ciple by FBI Director Hoover, deserves our fullest study. 

5. Amending the Bureau of Internal Revenue tax regu- 
lations on gaming devices to require registration of owners 
of devices on which tax stamps are purchased, as well as 
the user of such gaming devices. Penalties for failure -to 
register gaming devices should be stiffened. 

6. Legislation to extend the jurisdiction of the FBI to 
permit that agency to lend needed assistance and information 
to state and local officials. 

7. Amending the immigration and naturalization laws 
providing that aliens obtaining citizenship by fraud or per- 
jury may have that citizenship revoked at any time after 
discovery of said fraud or perjury. 

8. Complete and continuing tax investigations of the head 
bosses of the rackets syndicates. 

9. Amending Bureau of Internal Revenue regulations to 
provide that the now closed income tax records of known 
police characters and ex-convicts may be inspected by law 
enforcement agencies of the Kederal, state and local govern- 
ments. 

10. Inter-city cooperation, exchange of information and 
action. This was begun some months ago through the AMA 
by Mayor Bowron, myself and the Chicago Crime Commis- 
sion, Mayor Lee of Portland and several others. We will 
work to strengthen and improve the facilities of exchange 
of information among local police departments, through 
AMA as a coordinating agency. 
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11. While all the recommendations above are important, 
if we are to accomplish all of our joint objectives, there 
needs to be a thoroughly coordinated Federal effort or agency 
through which the cities and states can work. 

To sum up—l!I wish to acknowledge the interest and as- 
sistance of numerous Mayors and the Crime Commissions of 
Chicago, California, Greater Miami and of Massachusetts. 

The American Municipal Association believes that the 
flourishing existence of these nationally operated gambling- 
racketeering syndicate presents one of the greatest threats 
to society and to good government. At the very least, the 
alliances between the wealthy organized criminal element 
and local gamblers make more complex and difficult the 
problem of law enforcement at the local level. At the very 
worst, these underworld czars, through entrenched special 
privileges in a community, can wield tremendous influence 


over its government. From profits and power in one locality 
they go on to another. That is a danger and threat to our 
democratic way of life hardly less real than the Communist 
menace. Indeed, nothing could please the Russians more than 
the crumbling corruption of democracy by large segments of 
the American people. 

I do not believe that the combined resources of the or- 
ganized underworld rackets are greater than those of the 
federal, state and municipal governments of the United 
States. 

It is our firm conviction that if everyone in this room de- 
termines to do something about the problem it can and 
will be conquered. Our cooperative action must not end 
when this meeting adjourns. 

In this objective we pledge you the full and active co- 
operation of the American Municipal Association. 


How Congress Makes a Law 


LEGISLATIONAL PROCEDURE 
By FRANCIS J. MYERS, United States Senator from Pennsylvania 
Address transcribed and broadcast over 18 Pennsylvania Radio Stations, weekend January 20-22, 1950 


HAVE intended in one of these regular radio reports to 

the people of Pennsylvania to point, in broad strokes, a 

picture of the way a piece of legislation is born, and 
the fashion in which it ultimately grows up to become a 
public law. 

Of course, to those of us who are Members of the House 
of Representatives or the Senate, knowledge of this sort is 
part of our stock-in-trade, but 1 have often been surprised, 
in reading over my mail, or in talking to Pennsylvanians 
who come to see me, when I realize that relatively little is 
understood about the way the Congress operates. 

Let us suppose that a matter comes to my attention with 
the indication that it would be desirable to pass a law relat- 
ing to it. The first. step, naturally, involves quite a bit of 
research into the existing laws we already have on the books 
to make absolutely certain that there is no legislative provi- 
sion which covers the situation. When I am satisfied that 
no suitable legislation exists, the next step is one of collect- 
ing all of the factual background I can possibly get in order 
that I may be sure the proposal has merit. 

In gathering these facts, it is fequently necessary to call 
upon experts in Pennsylvania who are acquainted with the 
matter, and who can explain what this will mean to the 
people of our State. It is also necessary, quite frequently 
to call upon representatives of the local, or the state, or the 
Federal Government, for their comments and recommenda- 
tions regarding the proposal. 

Then, with all the facts before me, I go over the various 
means which have been suggested for accomplishing the 
desired result. Then follows the job of drawing up a bill, 
which, in appropriate legal terms, will carry out the intended 
purpose of the law. Members of the Senate are assisted in 
drafting this legal language by an official group known as 
the Legislative Counsel, a body of skilled lawyers, who are 
expert in drawing up legislation. 

The steps I have enumerated thus far may, in the case of 
comprehensive legislation, consume weeks, or even months, 
before | am satisfied that we have come up with a proposal 
suitable for the purpose at hand. On the other hand, of 
course, there are occasions where the facts are clear from 


the start, where the remedy needed is a simple one that may 


be accomplished with the passage of a short, concise piece 
of legislation. 





In any event, once the bill is drafted, the rules of the 
Senate permit any Member to introduce a bill at any time, 
or at least there are very few occasions in the Senate when 
we may not interrupt debate long enough to introduce a 
piece of proposed legislation. This is accomplished by rising 
from your chair on the Senate floor and being recognized by 
the Presiding Officer, explaining that you wish to submit a 
bill. 

Only under the most unusual circumstances does the Senate 
proceed immediately to consider and vote on the proposal at 
the time it is introduced. Instead, the Presiding Officer of 
the Senate refers the proposal to one of the standing legis- 
lative committees. 

Now let me explain to you just what these legislative 
committees do. We have, in the Senate, a total of fifteen 
such committees, and I will name each of them now in order 
that you can see the type of legislation which each of these 
considers. We have a Committee on Agriculture and For- 
estry, a Committee on Appropriations, on Armed Services, 
on Banking and Currency, a Committee on the District of 
Columbia, on Expenditures in the Executive Departments, 
on Finance, a Committee on Foreign Relations, and then on 
Interior and Insular Affairs, a Committee on Interstate and 
Foreign Commerce, and on the Judiciary, a Committee on 
Labor and Public Welfare, and one on Post Office and Civil 
Service, another on Public Works, and on Rules and Admin- 
istration. 

With the exception of the Appropriations Committee, 
each of these fifteen Committees is composed of thirteen of 
the 96 Members of the Senate. As a general practice, every 
Senator serves on two such legislative committees. I, for 
example, am a member of the Finance Committee and the 
Senate Committee on Interstate and Foreign Commerce. In 
the 8lst Congress, in which, as you know, the Democrats 
outnumber the Republicans in both houses, there are usually 
8 Democrats and 5 Republicans to make up the 13 members 
of the committees, since this ratio is approximately propor- 
tional to the ratio of Democrats to Republicans in the Senate. 

When you stop to think about it, it is obvious why we 
must have a committee system in the Congress. Let me illus- 
trate this by pointing out that 2,675 separate bills were 
introduced by the 96 Members of the Senate in the first 
session of the 8lst Congress. It’s obvious that no Member 
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of the Senate could be familiar with all of the provisions of 
all of these bills. It’s obvious, too, that there may be three 
or four, or sometimes as many as fifteen or twenty, bills 
introduced by different Senators, all of which deal with 
aspects of the same problem. 

So the primary purpose of our legislative committees is to 
provide the Senate with a relatively small group which 
becomes expert, say, in matters of the Armed Services. All 
of the bills that relate to the Armed Services are referred to 
that Committee. It is the Committee’s duty to examine them 
all. —The Committee may decide it would be preferable to 
group a number of bills together, consider them all at once 
and report out a single piece of legislation which covers all 
of the situations visualized by those separate measures. On 
the other hand, the Committee may have before it only one 
bill which relates to a given proposal, and in that event, the 
measure will be considered separately. 

It is surprising how few of the bills referred to any com- 
mittee are controversial. And under these circumstances, 
the Committee will exmaine the merits of the proposal and 
perhaps vote to report the original bill pretty much in the 
form it was submitted, recommending at the same time that 
the Senate act favorably upon it. 

Where a number of bills are considered at the same time, 
however, where the matters involved are steeped in contro- 
versy over the way the situation should be handled, the 
usual practice of the Committee is to appoint a subcommittee 
and conduct public hearings. To these hearings are invited 
the representative of groups interested in the legislation 
being considered. These witnesses explain to the Committee 
why they favor or oppose the various proposals under dis- 
cussion. Particularly when the subject matter is compre- 
hensive in its scope and controversial in its nature, Committee 
hearings may go on for months and months in an endeavor 
to put all of the facts of the case before the sub-committee. 

When at last the Committee is satisfied that no new facts 
will be brought to light, the hearings are brought to a close, 
and the Members go into what is known as Executive Ses- 
sion. Here they debate among themselves all the various 
proposals, rejecting those that are clearly unsuitable, and 
attempting to work out provisions upon which all the 
Members can agree. 

During the course of executive sessions, efforts are made 
to draft a single bill containing the proposals agreed to, and 
ultimately the 13 Members vote to recommend the new bill 
to the Senate. Such a Committee vote may produce any 
number of results. All 13 Members may agree unanimously 
to the bill as it then stands. This has been especially true 
in the field of foreign policy, where Republicans and Demo- 
crats alike on that Committee, have agreed down to the last 
comma on virtually every measure reported from that Com- 
mittee. Unanimous agreement by the 13 Members charac- 
terizes the vote in most Committees on most legislation. 

There are, of course, the few occasions—occasions that 
are always given tremendous publicity—in which a Com- 
mittee divides right down the middle and votes squarely 
along party lines, the Democrats voting one way, the Repub- 
licans the other. As I say, this doesn’t happen often among 
the experts who know most about the legislation before 
them. When a Committee does vote 8 to 5 to report a bill 
in a particular form, the 5 minority Members almost invari- 
ably write a dissenting report, and you can generally count 
on a fight when such a measure hits the Senate floor. 

I will say a brief word about the reports which accompany 
each bill as it is voted out of Comittee and sent to the Senate. 
These reports usually outline the provisions of the bill, and 
summarize the Committee’s reasons for recommending pas- 
sage of the measure. A minority report points a finger at 
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the provisions in the bill which the minority does not endorse, 
and gives the reasons for its opposition. 

There is a final possibility that may result from a Com- 
mittee vote. The Committee may vote to report out no 
legislation at all, thus bottling a bill up in Committee and, 
in effect, killing any chance that the Senate might consider 
it at all. 

When this happens, about the only way in which the 
Senate may bring the issue to a vote is 7hrough the extra- 
ordinary tactic of the Senate itself voting to discharge the 
Committee of further consideration of the bill. You may 
recall that this tactic was proposed late last summer as a 
means of bringing the Displaced Persons bill out to the 
Senate floor. Before that tactic had been attempted, how- 
ever, the Judiciary Committee did vote to report out the bill. 

Once a bill has been reported out of Committee, it is 
placed upon the calendar of the Senate. The calendar is 
simply a list of bills upon which Committee work has been 
completed and that are all ready for action. 

It may surprise many of you, but almost all the bills 
passed by the Senate are passed with the unanimous consent 
of the entire body. This is accomplished by what we refer 
to as “calling the calendar.” When this is done, we read 
down the list of bills, and if no objection is heard to the 
bill at the time its number is called, the measure is passed 
by unanimous consent. However, if only one Senator op- 
poses a bill, he may enter an objection when the number is 
called, and the bill is held over to be brought up later for 
debate, and ultimately to be voted upon. 

Once a bill has been objected to and passed over, it re- 
mains on the Senate calendar. Thereafter, it becomes the 
duty of the majority policy committee of the Senate to de- 
termine the time at which the measure will be brought up 
for debate. In my capacity as the Assistant Majority Leader 
of the Senate, or the “Whip,” as the job is otherwise known, 
I am one of the eight Democratic Senators who serve on 
the majority policy committee. Our job, as I’ve already 
indicated, is first, to determine the sequence in which legis- 
lation is brought up for debate. The policy committee has 
the further function of mapping the general strategy which 
will be used in guiding the legislative program of the Ad- 
ministration. 

When the policy committee met shortly before the first 
day of this Session of the 81st Congress, we decided to bring 
up the oleo bill as the initial measure the Senate would 
consider. 

Once a measure has been selected for debate, the efforts 
to obtain passage of the bill are usually assumed by the 
Senators who serve on the Committee which processed the 
legislation, since they are the real experts on the measure, 
and the Senate necessarily must rely on their special knowl- 
edge of the facts. The Committee Members are, of course, 
assisted by the Senate leaders, and for that matter, by any 
other Senators who wish to participate in the debate. 

The bill, as you realize, must be agreed to in every respect 
by both the House and the Senate before it can be sent to 
the President for his signature, making it a public law. So, 
if the Senate is the first to pass the bill, it is referred then 
to the House of Representatives for consideration. If, on 
the other hand, the House has already passed the measure, 
but in a slightly different form from the Senate version, a 
conference committee, composed of a few Representatives 
and a few Senators, is appointed, and the compromise agree- 
ment is ultimately sent back to each house for its approval 
before sending it to the President. 

Thus it is that a law is passed by the Congress. I hope 
you have enjoyed this broadcast, and that you will join me 
again in two weeks. 
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